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= 22 


SATRA CORPORATION entered into a written a 
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iff was to f 


yreement 


by plaint receive fifty (50%) per cent of the gross 
revenues received by defencant SATPA CORPORATION from IBM WORLD 
TRADE CORPORATION, after decGuction of certain expenses aS pro- 
vided. Attached hereto and made a part hereof, is a copy of the 
proposal of defencant SATRA CORPO ION and a copy of the accept- 
ance of plaintiff, marked [Exhibits "lA" and "1B", respectively. 
ae On or about Sevtember 22, 1971, defendant SATRA 
CONSULTANT COR: I guaranteed the aforesaid agreement 
Attached hereto, arked Exnibit "2' I made a part hereof, is 
a copy of t tee. 

6. Fox time prior to the exccution of the afore- 
said agreement, and subseqg t thereto, plaintiff conferred ara 
negotiated wit ric repr ntatives of IBM WORLD TRADE 
CORPORATION anu dant SATRA CO! LTION, or any of its sub- 
sidiaries, in connection with purchases by the government cf the 
Union of Sc et Socialist Republics from IBM WORLD TRADE CORPOR- 
ATION of certain data processing and other equipment. 

7. The efforts by plaintiff consisted of, put were 
not limited to, the following 


a. Telephone conversations between plaintiff 


and Gilbert Jones, Chairman of the Boa: of IBM 
TRADE CORPOPATION. 
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b. Meetings arranged by p! intiff with repr 
sentatives of IBM WORLD TRADE CORPO! TION and the 


President and principal stockholder of @efendant, 


WORLD 


SATRA CORPORATION 


c. Meetings 


SA 


, Mx. Ara Oztemel. 


throughout the first three weeks 


of September, 1971, between plaintiff and various 
officers or representutives of IBM WORLD TRADE 
CORFORATION and SATRA CORPORATION, or any of its 
subsidiarics. 

ad. Meeting on mtember 22, 1971, hetween 
plaintiff and repr ntatives of IBN WORLD TRADE 
CORPORATIC r execution of an agreement between 

BN LD TRADE CORPOMATI and defendant SATRA 
CO! 

C Dive ti Guring the periodc from 
approximatel y 1, 1971, to September 22, 1971, 
and ther: ~ wet r¢ tatives of the Govern- 
ments of ¢t United St and of the Union of 
Sovict Socialist Republics concerning prospectiv 
sales of data processing equipment by IBM WORLD 
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"3", and = a part hereof. 
equest of c fFondants SATRA CORPORATION and 


ULTANT CORPORATION, plaintiff caused IBM WORLD TRADE 
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| 9A 
CORPORATION to re-ex:ccute the aforesaid agreement, in all its 
essential terms, with defendant SATRA CONSULTANT CORPORATION, the 
performance of which was guaranteed by defendant SATRA CORPORATI( 
A copy of said guarantee is attached hereto, marked Exhibit "4" 
and made a part hereof. 

10. The aforementioned agreement between IBM WORLI 


TRADE CORPORATION and defendant SATRA CONSULTANT CORPORATION was 


modified on or about October 5, 1971. A copy of said modific 


: [co ch 2d ro r -\ ni sb + + " ¢ w~ - - = 
tion is attached hereto, marked Exhibit "5" ‘and made a part hercof. 
ll. Pursuant to Paragraph "IIB" of the agreement be- 
ween IBM WORLD TRADE CORPCRATION and defendant SATRA CONSULI 


CORPORATION, IEM WORLD TRADE CORPORATION paid to defendant SA‘ 


CORPORATION, or its subsidiary, cefendant SATRA CONSULTA? COR- 
PORATION, the sum of $25,0C0 
12. Pursuant to the agreement between plaintiff and 


-defenda nt SATRA CORPORATION, marked Exhibits “lA" and "1B", an- 
nexed, fifty (50%) per cent of the aforesaid payment, the sum 


of $12,500., was paid by d 
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fendant SATRA CORPORATION or by de- 
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~~ 


fendant \TRA CONSULTANT CORPORATION to plaintiff 


43 13. On or about November, 1971, representatives of 


the defendants SATRA CORPORATION and SATRA CONSULTANT CORPORATION 
indicated to plaintiff that said defendants did not consider the 
agreement between plaintiff and fendant SATRA CORPORATION to 
be valid and binding upon the parties. 
" ¥4, Defendants SATRA CORPOPATION and SATRA CONSULTANT 


CORPORATION contend that said agreement does not constitute a 
3 


a 


‘ 


binding, bi-lateral agreement between plaintiff and defendant 


104A 


SATRA CORPORATION and that, in any event, said agreement was 
induced by alleged material misstatements and misrepresentations 
the plaintiff. 

aos Defendants SATRA CORPORATION and SATRA CONSULTANT 
CORPORATION, by their attorneys, have confirmed the position of 
defendants to the effect that they do not recognize any legal 
obligations to plaintif* in connection with said agreement. 

16. On December 22, 1971, there became due ana payable 
by I8M WORLD TRADE CORPORATION to defendant SATRA CORPORATION, or 
‘y, Gdefencant SATRA CONSULTANT CORPORATION, an addi- 
tional sum of $25,060. 
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ORPORATION and the guarantee of defendant 
SATRA CONSULTANT CORPORATION, marked Exhibit "lA" and "1B" and 
Exhibit "2", respectively, plaintiff is entitled to receiv 


fifty (50%) per cent of such payment, no part of which has been 


18. Upon information and belief, there will become 
due and paycble to defendant SATRA CORPORATION or its subsidiary, 
defendant SATRA CONSULTANT CORPORATION, from IBY WORLD TRADE 
CORPORATION, substantial additional gums, presently vndetermin- 
able, under the agreement between IBM WORLD TRADE CORPORATION and 
defendant SATRA CONSULTANT CORPORATiON, of which plaintiff 
will be entitled to receive fifty (50%) per cent thereof, less 
expenses as provided for in the agreement marked Exhibits "lA' 
and "1B", annexed. 
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c. That the Court declare that the guarantee 
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e. That the Court 


wing by defendants SA‘ 
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the schedule of expenses set forth in the agreement 
between plaintiff and defendant SATPA CCRPORATION 

; facia: ine nelecsae eee euil ote 
marked Exnibits "1A" and '1B", annexec; 


g. That judgment be entered on the Second Count 
against defendants IBM WORLD TRADE CORPORATION and 
RALPH STAFFORD in an amount presently unknown to 
plaintiff, but not less than $12,500.; 

h. That plaintiff is entitled to receive costs 
and disbursements in connection with this proceeding 
and such other and further relief as to the Court 


may Geen just and pro 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT O; NEW YORK 14A 


MARVIN STERN, 


ANSWER TO 


; Plaintiff, AMENDED COMPLAINT 


. sagainst- 2 72 Civ. 143 


SATRA CORPORATION, SATRA Defendants Demand 
CONSULTANT CORPORATION, IBM A Jury Trial 
WORLD TRADE CORPORATION and 
RALPH STAFFORD, 


Defendants. 


ee Defendants Satra Corporation ("Satra") and 
Satra Consultant Corporation ("Consultant"), by their 
attorneys, Spear and Hill, answering the complaint herein: 
AS AND FOR THEIR ANSWER TO 


THE FIRST COUNT AGaINST 
SATRA AND CONSULTANT: 


1. Admit that plaintiff seeks to establish 
jurisdiction by diversity of citizenship; admit the al- 
legations contained in paragraph "1" of the amended 
complaint that defendant Ralph Staiford is a citizen of 
the State of New York and that defendants Satra and 

ee : Consultant are corporations prganized under the laws of 
and with their principal places of busi ‘ss in the State 
of New York; admit upon information and belief the alle- 
gations contained in paragraph "1" of the amended complaint 
that plaintiff is a citizen of the State of Talifornia; 
and deny knowledge or information sufficient to form a 
belief as to the truth of the allegations contained in 


paragraph ‘1" of the amended complaint with respect to 


ete | 


the state of incorporation and principal place of busi- 
ness of IBM World Trade Corporation ("IBM"). 

2. Admit the allegations contained in para- 
graph "2" of the amended complaint. 

3. Admit the allegations contained in para- 
graph "3" of the amended complaint, except state that 
the question of actual controversy between the parties 
involves issues of fact and law as appear below. 

4. Deny the allegations contained in para- 
graph "4" of the amended complaint, except admit that on 
or about August 31, 1971, defendant Satra forwarded a 
anne, 39 plaintiff, a copy of which is attached 
hereto as Exhibit "A", proposing an arrangement whereby 
Satra would pay to plaintiff 50% of gross revenues re- 
ceived by Satra from IBM after deduction of certain ex- 
penses, under conditions described in paragraph B of 
such memorandum. Defendants further admit that on or 
about September 1, 1971, plaintiff forwarded a memorandum 
to Satra, a copy of which is attached hereto as Exhibit 
"B". 

5. Deny the allegations contained in para- 
graph "5" of the amended complaint, except admit that on 
or about September 22, 1971, defendant Consultant guaran- 
teed any obligations owing to plaintiff by Satra as a 
result of the documents attached hereto as Exhibits "A" 


and "B". A copy of such guarantee is attached hereto 


‘ 


as Exhibit "C". 
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6. Deny the allegations contained in para- 
graph "6" of the amended complaint, except admit that 
plaintiff attended certain meetings with representatives 
of IBM and these answering defendants in connection with 
the sale by IBM of data processing equipment in the 
Union of Soviet Socialist Republics ("USSR"). 

7. Deny the allegations contained in para- 
graph "7" of the amended complaint, except admit that 
plaintiff attended certain meetings with representatives 
of these answering defendants, IBM and the USSR in con- 
nection with the sale by IBM of data processing equip- 
ment in the USSR. 

8. Deny the allegations contained in para- 
graph "8" of the amended complaint, except admit that 
on or about September 22, 1971, IBM and Satra executed 
an agreement by which Satra and its subsidiaries were 
appointed IBM's consultant and financial representative 
with respect to sales by IBM of IBM Data Processing 
Machines, as therein defined, in the USSR. A copy of 
such agreement is attached hereto as Exhibit "D". 

9. Deny the allegations contained in para- 
graph "9" of the amended complaint, except admit that 
on or about September 22, 1971, IBM and Consultant 
executed an agreement substantially identical in terms 
to those contained in the agreement referred to in para~ 
graph "8" herein, by which Consultant was appointed IBM's 
consultant and financial representative with respect to 


Sales by IBM of IBM Data Processing Machines, as therein 
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defined, in the USSR. A copy of such agreement is at- 
tached hereto as Exhibit "E". These answering defen- 
dants further admit that on or about September 22, 1971, 
Satra executed a guarantee to IBM of the performance by 
Consultant of the terms of the agreement (Exhibit "E") 
between IBM and Conrultant. A copy of such guarantee 
is attached hereto as Exhibit "F". 

10. Admit the allegations contained in para- 
graph "10" of the amended complaint. 

ll. Admit the allegations contained in para- 
graph "11" of the amended complaint. 

12. Deny the allegations contained in para- 
graph "12" of the amended complaint, except admit that 


/ 
im accordance with the provisions of the documents at- 


cndialh hereto as Exhibits "A", “B" and °C", these answer-' 
ing defendants paid plaintiff $12,500 on or about Octo~ 
ber 12, 1971. 

13. Deny the allegations contained in para- 
graph "13" of the amended complaint, except admit that 
representatives of these answering defendants indicated 
to plaintiff, on or about November, 1971, that the docu- 
ments attached hereto as Exhibits "A", "B" and "C" did 
not constitute a valid and binding agreement between the 
parties. | 

14. Deny that the allegations contained in 
paragraph "14" of the amended complaint fully, accurately 
or completely set forth the position of these answering 


defendants with respect to the relationship between 


pos 
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plaintiff and such defendants except wheat that these 
answering defendants do not recognize any legal obli- 
gations ts ehaknesss in connection with the documents 
attached hereto as Exhibits "A", "B" and "Cc". 

15. Deny the allegations contained in para- 
graph "15" of the amended complaint, except admit that 
these answering defendants, by their attorneys, have stated 
that they do not recognize any legal obligations to plain- 
tiff in connection with the documents attached hereto 
as Exhibits "A", "B* and “C°. 

16. Admit the allegations contained in para- 
graph "16" of the amended complaint. 

17. Deny the allegations contained in para- 
graph "17" of the amended complaint, except admit that 
avehoudh plaintiff has demanded further sums from these 
answering defendants, plaintiff has received no further 
payment from such defendants. 

18. Deny the allegations contained in para- 
graph "18" of the amended complaint, except admit that 
certain sums may become due and payable to Consultant 
from IBM pursuant to the agreement executed by them. 

19. Deny the allegations contained in para- 
graph "19" of the amended complaint, 

20. Deny the allegations contained in para- 
graph "20" of the amended complaint, except admit that 
an actual controversy now exists.as to the legal rights, 
relations and duties between plaintiff and these answer- 
ing defendants under the documents attached hereto as 


Exhibits "A", "B" and "C", 
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AS AND FOR THEIR ANSWER 
‘ TO THE SECOND COUNT AGAINST 
IBM AND RALPH STAFFORD: 

21. Deny knowledge or information sufficient 
to form a belief as to the truth of the allegations con- 
tained in paragraph "21" of the amended complaint. 

| 22. Deny the allegations contained in para- 
graph "22" of the amended complaint. 

23. Deny the allegations contained in para- 
graph "23" of the amended complaint. 

AS AND FOR A FIRST AFFIRMATIVE 
DEFENSE, DEFENDANTS SATRA AND 
CONSULTANT ALLEGE: 

24. That the purported consideration for the 
execution by these answering defendants of the documents 
attached hereto as Exhibits "A" and "C" was plaintiff's 
alleged exciusive ability to induce IBM to enter into an 
agreement with Satra or Consultant similar to Exhibits 
"Dp" and "E" and plaintiff's promise to induce IBM to 
enter into such an agreement. 

25. That plaintiff had no exclusive ability 
or any ability to induce IBM to enter into such an agree- 
ment and did not induce IBM to enter into Exhibit "D" or 
"E" with these answering defendants. 

26. That the agreements entered into between 
IBM and Satra, and then between IBM and Consultant, were 
not executed as a result of the efforts of plaintiff, 
and were executed regardless of plaintiff. 

27. That by reason of the foregoing, the docu- 


ments attached hereto as Exhibits "A", "B" and "C" are not 


valid ar.i binding because of want and failure of consideratic 
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AS AND FOR A SECOND AFFIRMATIVE 

DEFENSE, AND AS AND FOR A FIPST, 

SEPARATE AND DISTINCT COUNTERCLAIM, 


DEFENDANTS SATRA AND CONSULTANT 
ALLEGE: 


a 

.28. That this Court has ancillary jurisdiction 
of this counterclaim pursuant to Rule 13(a) of the 
Federal Rules of Civil Procedure. 

29. That defendants Satra and Consultant re- 
allege the allegations contained in paragraphs "4", "5", 
"8" through "12", "16" and "17" herein with the same 
force and effect as if set forth herein. 

30. That on or about August 15, 1971, and at 
various times thereafter until September l, 1971, plain- 
tiff made certain statements and representations to de- 
fendants Satra and Consultant including, but not limited 
to, the following: 

(a) That plaintiff was influential 

with IBM; 

(b) That plaintiff had helped to 
convince IBM to enter into the Soviet 

market; 

(c) That plaintiff had also con- 

vinced IBM, to retain Satra or Consultant 

as IBM's consultants with respect to its 

venture into the Soviet market; 

(a) That IBM woyjd retain Satra or 

Consultant only if plaintiff were included 

in the project and working with or for 


Satra or Consultant) 


214A 
(e) That plaintiff's ability in 

systems management wis a reason for IBM's 

requirement that plaintiff be involved 

in the performance of the potential con- 

sultancy and representation agreement. 

31. That the statements and representations 
specified in paragraph "30" herein and other statements 
and representations made by plaintiff to defendants 
Satra and Consultant were false statements of material 
facts. 

32. That at the time plaintiff made the false 
statements and representations specified in paragraph 
"30" herein, and other statements and representations 
which were false, he knew such statements were false and 
made such statements with the intent to deceive defen- 
dants Satra and Consultant and to induce defendants 
Satra and Consultant to enter into an agreement with 
plaintiff pursuant to which plaintiff would participate 
in the profits accruing to such defendants, under a con- 
sulting agreement between IBM and such defendants. 

33. That defendants Satra and Consultant be- 
lieved that the false statements and representations 
specified in paragraph "30" herein, and other false 
statements and representations made by plaintiff, were 
true and, in reliance thereon, were induced to and did 
execute the documents attached hereto as Exhibits ra 


‘\ 


ann "6". 
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34. That defendants Satia and Consultant 
would not have executed such documents had they known 
that the statements and representations made by plain- 
tiff hereinabove referred to were false. | 

35. That in reliance on the truth of the 
statements and representations made by plaintiff, and 
in accordance with the pro-‘isions of the documents 
attached hereto as Exhibits "A", "B" and "C", defendants 
Satra and Consultant paid plaintiff $12,500 on or about 
October 12, 1971. 

386. That defendants Satra and Consultant 
incurred expenses in the amopnt of $3,660.61 to insure 
plaintiff's presence at certain meetings concerning the 
potential agreement between IBM and Consultant. 

37. That on or about October 18, 1971, defen- 
dants Satra and Consultant discovered the falsity of the 
statements and representations made by plaintiff to such 
defendants. 

38. That defendants Satra and Consultant 
notified plaintiff within a reasonable time after their 
discovery that the statements and representations made 
by plaintiff to such defendants were false and that they 
did not consider the documents attached as Exhibits "A", 
"B" and "C" to be a valid and binding agreement and 
guarantee, 

39. That by reason of the foregoing, defen- 
dants Satra and Consultant are‘ entitled to rescission of 


the documents attached as Exhibits "A", "B" and "C" and, 


as part of such rescission, the return by plaintiff 
of the $12,500 paid to him by such defendants as set 
forth in paragraph "35" herein and the expenses of 


$3,660.61 incurred by defendants as set forth in para- 


’ 


graph "36" herein. 


AS AND FOR A SECOND SEPARATE 

AND DISTINCT COUNTERCLAIM, 

DEFENDANTS SATRA AND CONSULTANT 
ALLEGE; 


40. That defendants Satra and Consultant 
reallege the allegations contained in paragraphs "28" 
through "38" herein. 

41. That by reason of the foregoing, defen- 
dants Satra and Consultant are entitled to damages in 
the amount of $16,160.61, representing $12,500 paid to 
plaintiff as set forth in paragraph "35" herein and ex- 
penses of $3,660.61 incurred as set forth in paragraph 
"36" herein. 

AS AND FOR A THIRD AFFIRMATIVE 

DEFENSE, AND AS AND FOR A THIRD 

SEPARATE AND DISTINCT COUNTERCLAIM, 

DEFENDANTS SATRA AND CONSULTANT 
ALLEGE: 

42. That defendants Satra and Consultant 
reallege the allegations contained in paragraphs "28" 
through "38" herein. 

43. That defendants Satra and Consultant 
were induced to and did execute the documents attached 
hereto as Exhibits "A" and "€" because of a mistaken 
belief caused by plaintiff's misrepresentation of ma- 


terial facts as more particularly alleged in paragraph 
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44. That by reason of the foregoing, defen- 
nts Satra and Consultant are entitled to rescission 
of the documents attached as Exhibits "A", "B" and "C” 
and as part of such rescission, a return by plaintiff 

of the $12,500 paid to him by such defendants as set 
forth in paragraph "35" herein and the expenses of 
$3,660.61 incurred by defena <s as set forth in para- 


graph "36" herein. 


WHEREFORE, defendants Satra and Consultant 
demand that the Court adjudge: 

(a) That the documents attached hereto as 
Exhibits "A" and "B" do not constitute a valid and bind- 
ing agrec»ent between plaintiff ar” defendants Satra 
and Consultant. 

(b) That the document attached hereto as 
Exhibit "C" does not constitute a valid and binding 
guarantee by defendant Consultant or defendant Satra. 

(c) That defendants Satra and Consultant 
were induced by fraud to execute the documents attached 
hereto as Exhibits "A" and "C". 

(a) That defendants Satra and Consultant 
were induced by misrepresentation of material facts to 
execute the documents attached hereto as Exhibits "A" 
and "CC", 

(e) That any agreement entered into between 
plaintiffs and defendants Satra and Consultant be re- 


scinded. 
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(f) That plaintiff is not and will not be 
due any monies from defendants Satra and Consultant 
by virtue of the documents attached hereto as Exhibits 
*a*, *B* and “C*. 
(g) That plaintiff be ordered to return to 


defendants Satra and Consultant the amount of $12,500 


paid to plaintiff by such defendants on or about Octo- 
ber 12, 1971. 

(h) That plaintiff be ordered to pay to de- 
fendants Satra and Consultant damages for expenses in- 
currec by such defendants in the amount of $3,660.61. 

(i) That defendants Satra and Consultant 
have such other different and further relief, decree 
or. judgment as may be necessary to make effective the 
rights declared herein, together with attorneys’ fees 


and the costs and disbursements of this action. 


SPEAR and HILL 


FT / 
“iy 2 LuUPK sili 
Rh Member of the Fi.m 
/ 

Attorneys for Defendants 
Satra Corporation and 
Satra Consultant Corporation 

Office and P.O. Adcdress 

63 Wall Street 

New York, New York 10005 

Tel. No.: (212) 344-6200 
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UESTED JURY CHARGE NO. 11 
If you have made findings in favor of Satra 
with respect to each of ¢! foregoing elements, you must 
find that Satra Corporation is entitled to rescind its 
agreement with Dr. Stern, that the memoranda exchanged 
between Satra and Dr. Stern dated August 31, 1971 and 
September 1, 1971, respectively, do not constitute a 


, 


satra has no obligations 


4 
4s 
a+ 


yinding agreement, and tha 
to Dr. Stern under the documents in question. 

There is another theory upon which Satra is 
entitled to rescind the agreenent in question. That 
theory is very similar to the theory based on fraudulent 
misrepresentations which I have just discussed, except 
in one very important way. That difference concerns the 


element of “intent to deceive." 

You will recall that I previously told you 
that you had to find that Dr. Stern cither knew his 
statement were false, or did not know whether they were 
true or false, in order to find that he intended to 
deceive Satra. ‘Under the second theory of rescission, 
you do not have to make such a finding. Innocent 
misrepresentation is sufficient. Un@er this theory, 
if a false statement is made which induces a party to 


enter irto a contract, thut contract can be rescinded 


eva 


even if the person making the false statement acted 


innocently. Therefore, if you find that Dr. Stern 
made false statements of material facts on which 
Satra Corporation relied in executing the documents 


in question, you must find that Satra Corporation is 


entitled to rescind those documents, and has no ob- 
ligations thereunder. This is true even if you find 
that Dr. Stern did not know that the stateme-ts he was 


making were false. 


Seneca Wire & Mfg. (o. v. A. B. Lec 1 & Co., Inc,, 247 
N.¥.. i, 159 N.E. 700 (1928); 


Bloomquist v. Farson, 222 N.Y. 375 (1918). 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


we en we = wee wr mew nnn eX 
MARVIN STERN, 
Plaintiff, 
da Civ. %43 
-against- 
SATRA CORPORATION and SATRA MEMORANDUM 
CONSULTANT CCRPORATION, 
Defendants. 
eer x 


APPEARANCES : 


STROOCK & STROOCK & LAVAN, ESQS. 
61 Broadway 

New York, New York 10006 
Attorneys for Plaintiff 


SPEAR AND HILL, ESQS. 

One State Street Plaza 

New York, New York 10004 
Attorneys for the Defendants 
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LASKER, D.J. 

Marvin Stern is a mathematician-engineer who 
has been employed at responsible levels in both the 
public and private corporate sectors of defense produc- 
tion. Satra Corporation and Satra Consultant (jointly 
"Satra") are companies in the business of facilitating 
large scale international trade transactions. In early 
'71 Stern and Satra commence discussions looking towards 
joint activity in which Stern would secure clients for 
Satra, negotiate agreements O11 behalf of Satra, and assist 
in servicing the clients with whom agreements were 
reached. 

The talks between the parties were conducted for 
Satra primarily by its President and controlling stock- 
holder, Ara Oztemel, and by Stern for himself. They 
concerned the possibility of Stern securing clients for 
Satra in the widening trade between the Soviet Union 
and the United States. 

Stern represented to Oztemel that he might be 
able to secure IBM and Stromberg Carlson as Satra clients, 
and commenced negotiations with IBM on Satra's behalf 
while also negotiating the terms of his own arrangements 


with Satra. From the outset of their discussions Stern 


and Oztemel considered «wo possible forms of agreement 
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between Stern and Satra: the first that Stern receive 
a flat salary ($7,500. per month was the amount con 
sidered); the second that the parties split revenues as 
partners on an agreed percentage basis. The financial 
objectives of the parties differed. Stern was primarily, 
indeed at the time almost exclusively, concerned with a 
source of current income, not only to provide for living 
expenses for himself and his family, but also to cover 
the cost of his reguired move from Califcrnia, where he 
then resided, to New York. Satra on the other hand was 
anxious to avoid putting up money in advance of receiving 
revenues from IBM Soviet business, and wished also to 
recoup the expenses (aside from any payments to Stern) 
which it would necessarily incur in servicing the IBM 
account. 

A series of draft agreements were prepared which 
culminated in a written offer from Satra to Stern dated 
August 31, 1971 (Exhibit C), which he accepted subject 
to the important condition noted below. The proposal 
offered Stern two choices: The first, "50 percent of 
gross revenues received from IBM and Stromberg-Carlson 
by Satra ¢ter deduction of expenses on an annual basis 
as per attached schedule", the second an advance of 
$6,250. per month against qa minimum of $50,000. of net 


profits (less expenses as above) plus 30% of further 
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net profits. He chose the former, subject to the clari- 
ee condition specified in the addendum written and 

signed hy Oztemel at Stern's insistence at the end of 

the agreement: "In alternate one (I) any retainers 

received will be divided 50-50. Other income as above 

schedule." Together the provisions of the contract 

read: 

"2s . 
A. No financing by Satra. 


B. Your compensation will be 50 per- 
cent of gross revenues received from IBM 
and Stromberg-Carlson by Satra after 
deduction of expenses on an annual basis 
as per attached schedule. These commis- 
sions will be payable for all amounts 
accrued by Satra during the term of any 
agreement signed by Satra with IBM and 
S-C plus all commissions that may be 
earned from sales then under negotia- 
tio:.. Commissions will also be paid 
during the term of any renewal of such 
agreement provided Stern continues to 
devote such time necessary to service 
the agreement. These commissions will 
be paid quarterly after an amount equal 
to expenses has been recouped in each 
year. 


C. All expenses for the project will 
be advanced by Satra to be recouped out 
of earnings, if any, including your inci- 
Jental expenses which will not include 
amounts attributable to your commuting 
from Los Angeles to New York. All foreign 
travel by you, in connection with this 
venture, must be approved by Satra. 


D. All personnel to be hired or 
assigned by Satra to the project will be 
Satra's sole responsibility. 


4 
, 
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SCHEDULE 

Incremental Incremental 
Annual Revenue Annual Expenses 
$250,000 $100,000 
$250,000 50,000 
$250,000 25,000 
$250,000 15,000 
$1,000,000 16,000 


In alternate one (I) any retainers 

received will be divided 50-50, 

Other income as above schedule." 

On September 22, 1971, as a result of Stern's 
negotiations on behalf of Satra, Satra and IBM executed 
a contract (Exhibit H) which provided that 1) for its 
services to IBM, Satra was to receive a commission of 
3 1/2% of IBM sales of Data Processing Machines to or in 
the USSR and 2) “upon execution of this agreement the 
Company [IBM] shall advance a retainer to the Consultant 
{[Satra]) of $25,000.00 and ninety days thereafter an 
additional $25,000. These advances shall be charged 
against future commissions." IBM has made the two 
$25,v.00. payments to Satra. Satra paid 1/2 of the first 
installment to Stern, without any deduction or reserva- 
tion. As a result of the falling out which caused this 
law suit, Satra has refused to pay Stern any part of the 


\ 


second $25,000., or of any other monies received by it 
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ee IBM. 


In late 1973 (after the commencement of this 
suit) Satra and IBM negotiated a new agreement to re- 
place the 1971 contract. (Exhibit H, effective September 
1, 1973) Stern and his counsel were informed that the 
negotiations were occurring but took no part in them. 
Stern ass rts in this suit that he is entitled to share 
in the revenues Satra has received or will receive from 
both the 1971 and 1973 agreements between Satra and 
IBM. 

The issue of liability was tried to a jury which 
found in Stern's favor. One of Satra's defenses before the 
jury was that no contract existed because of a failure 
of a meeting of the minds between Stern and Satra on 
the subject of what expenses were ceductible by Satra 
under the Schedule to Exhibit C before making payments 
to Stern, a subject which Satra argued was critical to 
the formation of a contract. 

The issues of damages was tried to the court 
alone. The questions wun which disposition of the case 
depends are: 

1. Did the jury, by its verdict, decide how 
Satra's expenses should be deducted under the Schedule 


to Exhibit C, and; 
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2. If not, how should they be deducted? 

3. Is the 1973 contract between IBM and Satra 
a renewal, within the meaning of the Stern-Satra agree- 
ment, of the IBM-Satra 1971 contract, so that Stern is 
entitled to share in revenues of both? 

4. If the answer to the last question is in the 
affirmative, is Satra entitled to make expense deductions 
from either or both categories of payments provided for 
under the 1973 agreement with IBM before making payments 
to Stern? 

5. Is Satra entitled to any mitigation of 


damages? 


1. The Significance of the Jury Verdict 

A principal question put to the jury was whether 
the minds of the parties had met as to what expenses were 
deductible under the terms of the Schedule to the agree- 
ment of August 31 (Exhibit C). Stern argued to the jury 
that Satra was entitled to deduct expenses of a given 
year only against the revenues of that year, and not 
from revenues of a-succeeding year; in other words, 
that no carry-over was authorized. Satra argued vigor- 
ously to the jury on optional theories: 

1. That there was no meeting of the minds be- 


\ 


tween the parties as to the correct construction of the 
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Schedule to Exhibit C; that the Schedule's terms were a 
material part of the contract and ergo there was no 
contract between the parties; and 

2. That if there was a contract between the 
parties, then under the Schedule Satra was entitled to be 
reimbursed for an earlier year's expense out of revenues 
of a later year if the earlier year's revenues had been 
insufficient to permit reimbursement in the first instance. 

Stern now contends that because the jury found in 
his favor on the issue of liability, its verdict’ neces- 
sarily implies that it also found in his favor as to his 
construction of the Schedule's terms. While it is true 
that the jury's verdict indicates that it determined that 
there was a meeting of the minds between the parties, 
it does not follow that the verdict signified a finding 
that Stern's construction of the Schedule's effect was 
correct. The verdict could just as well mean that the 
jury found either a) that the terms of the Schedule were 
not a material part of the contract, or b) that Satra's 
construction of the application of the Schedule was 
correct. Stern's contention that the issue was fore- 
closed by the jury verdict must therefore be rejected 


The question must, therefore, be determined by the 


court. 
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2. The Meaning of the Schedule to Exhibit C 

We find that the parties intended that Satra 
should not have a carry-over right under the terms of 
the Schedule. The extensive and detailed testimony of 
Stern on that point (Tr. 83-90) is highly persuasive and 
was unrefuted in its essentials by any def2nse witness. 
From it may be drawn the following scenario: In the 
negotiations leading up to the execution of the Stern- 
Satra agreement (Exhibit C), Oztemel's associates argued 
that Satra should be reimbursed for its sales-associated 
expenses. Stern countered that in that event he should 
have the right to audit Satra's books. Satra's repre- 
sentatives (Mott, its attorney, and Herman, its account- 
ant) demurred at the suggestion that Stern should audit 
Satra's books and proposed that in lieu of auditing 
actual experses, the parties should agree in advance to 
@ schedule of expense deductions which would not repre- 
sent actual expenses but rather would be a “function of 
revenues" (Tr. 84). The Satra negotiators then presented 
a proposed Schedule showing columns for expenses an} 
for revenues. As Stern put it: 

"... they said it would work the 

following way: If there -- if 

there are no revenues coming in, 

there is no expense reimbursement. 


As the revenues begin to come in, 
we would share, according to the 
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agreement, but my share would be 

reduced somewhat and theirs would 

go up somewhat, by virtue of them 

having to be reimbursed for expenses 

according to this schedule vis-a- 

vis revenues." (Tr. 85) 

Stern then traced the history of the Schedule's 
critical phrases “Incremental Annual Revenues" and 
"Incremental Annual Expenses" which headed the two 
columns of the Schedule. He testified that Satra's repre- 
sentatives proposed the word "annual," because annual 
reapplication of the Schedule was to Satra's advantage 
since "if it were not annual, then after a while there 
is no additional expense reimbursement. But at the 
beginnings [that is at the earlier levels of the Schedule] 
there are higher expense reimbursements to they [Satra] 
wanted the schedule to be reapplied annually." (Tr. 86) 

The word “incremental” was introduced by Stern 
who stated (Tr. 89): 

"Once we discussed it enough so 

we were sure we understood each 

other, I said, you know, in order 

to avoid any confusion in mathe- 

matics, there are a couple of 

words that are applicable here. 

For the columns they showed me, 

I said these should be labeled 

in incremental annual expenses 

against incremental annual re- 

venues." 


It is apparent from Stern's testimony that he 


suggested the use of the word "incremental" to signify 
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that deductions of expenses against revenues were to be 
on a cumulative basis as to expenses only, and not as 

to years; that is, for example, that $100,000. was 
deductible against the first $250,000. of revenues in 

a given year, $150,000. against the first $500,000. of 
revenues in a given year, etc. There is no suggestion 
that the word "incremental" was intended to provide that 
expenses not reimbursed in one year could be carried over 
to be reimbursed out of later revenues, and we find that 


the parties intended no right of carry-over. 


3. Status of the IBM-Satra 1973 Contract 

The Stern-Satra contract (Exhibit C) entitles 
Stern to "all mounts accrued by Satra during the term 
of any agreement signed by Satra with IBM and S-C ..." 
as well as to payments "... during the verm of any renewal 
of such acreement ...". The parties disagree whether the 
IBM-Satra 1973 contract (Exhibit L) constitutes a "renewal" 
of the IBM-Satra 1971 contract (Exhibit H), within the 
meaning of the Stern-Satra agreement (Exhibit C). 

We tind that the 1973 agreement does constitute 
a renewal of the 1971 agreement as contemplated and 
intended by Stern and Satra in their contract. Satra 
arguc. that under New York case law a second agreement 


between the same parties -- IBM and Satra here -- 
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relating to the same subject matter, does not constitute 
a "“"renewal"unless the terms of the second are "the same" 
as the first. That definition misreads the decisions and 
in particular misreads the intent of the parties in 
this case. It is important to recall that the signifi- 
cant negotiations leading to the Stern-Satra agreement 
(Exhibit C) took place betwee laymen, Oztemel and 
Stern. Their testimony establishes that it was their 
intention that Stern should continue to receive his 
share of IBM commissions so long as Satra was being 
compensated by IBM for substantially the same services 
which Oztemel and Stern then expected Satra to perform 
for IBM: that is, the services specified in the 1971 
IBM-Satra contract. 

This view is supported by the language of the 
Stern-Satra agreement itself. The only condition it 
imposes on the paymer: of renewal commissions to Stern is 
that "Stern continue[s to] devote such time [as is] nec- 
essary to service the agreement." The uncomplicated 
meaning of the clause is that as long as Satra keeps 

a Going what it has been doing for IBM and as long as 
Stern does his part (or is available and willing to do 
his part), he will receive his share of commissions. 


The inguiry then must, be whether Satra was ex- 
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pected under the 1973 agreement to perform essentially 

the same services for IBM as under the 1971 agreement. 

We find that it was. As Bertram H. Witham, Treasurer 

of IBM testified at the court trial, both under the 

first and second agreements Satra was to provide IBM 

with expertise and with administrative services including, 
for example, office space in Moscow, arrangements for 
visas, transportation, appointments, provision of con- 
ference rooms, seminars, translators, etc. (Tr. 4/17/74, 
47, 50, 52, 58-59) Both agreements also made provision 
for a major role for Satra in barter transactions, the 
first obligating Satra to perform such transactions, the 
second contemplating that it would do so. We do not 
agree that the restructuring of compensation arrange- , 
ments o~ readjusting the term prevented the second IBM- 
Satra agreement from being a renewal of the first within 
the meaning and intention of the Stern-Satra contract. If 
the argument were accepted,it would follow that Stern 
intentionally entered an agreement with Satra by which 


Satra could liquidate his rights merely by renegotiating 


these items with IBM. There is no evidence to support 


°*s 


the conclusion that Stern thus placed his fate in Satra 


hands. 


Among other cases,Satra cites Master Institute 
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of United Art= v. United States, 167 F.2d 955 (2d Cir. 
1948) as supporting its contention that renewal does not 


occur as a matter of law unless the terms of the second 


agreement are identical with those of the first. To the 


contrary, Judge Augustus Hand wrote in United Arts that 


the "determining factor" is "the extent of the modifi- 


cation 2..." (at page 957), and that the test, “like many 


other legal standards is a matter of degree ...". The 
United Arts rule makes particularly good sense where 

-- as here -- the choice of the term "renewal" (written 
into the agreement by hand) was made not by lawyers or 
professionals, but by lay principals. But even ii the 
term "renewal" be narrowly or technically construed, the 
issue nevertheless goes against the defendants. Black's 
Law Dictionary, 4th Edition, includes among the defini- 
tions of "renewal", "the substitution of a new right or 
obligation for another of the same nature", and "a 
change of something old to something new". Clearly the 
1973 agreement falls within those definitions. More- 
over, the word “renew" is defined by Black to mean "to 
replace", which is the very term Oztemel used when he 
wrote to IBM on June 26, 1973 (Exhibit HHHH) describing 
the 1973 agreement as one “... to replace the existing 


contract between our firms." ‘' 


13. 
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4. Amounts Due Stern Under the 1973 IBM-Satra Contract_ 

The parties are in agreement as to amounts due 
Stern under the first IBM-Satra contract. They differ 
ag to payments he is entitled to receive under the 
second. The issue turns on whether Satra is entitled to 
deduct its expenses from revenues received by it under 
the 1973 agreement. Stern argues that the expenses are 
not deductible because they constitute "retainers received" 
within the meaning of the handwritten addendum to the 
Schedule to Exhibit C which, by che terms of the addenduin 
are to "be divided 50-50" witaout deduction. 

Sacra contends that the phrase "any retainers" in 
the addendum was meant to refer only to cash down payments 
Satra might receive from IBM on the signing of the IBM- 
Satra ajreement, and nothing more. It argues that the 
term "retainer" in the addendum means an init cayment 
for services to be rendered rather than, as Stern claims, 
periodic payments made for the right to continuing 
services. We find that Satra's version is what the parties 
intended. Moreover definitions of the term "retainer" 
favor Satra. 

Black's Law Dictionary, 4th Edition, defines 
"retainer" as "act of the client in employing his at- 


torney or counsel, and also denotes the fee which the 
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client pays when he retains the actorney to act for 

him ...". Ballantine's Law Dictionary (1948) defines 

the term as "... the preliminary fee given to secure 

the services of the solicitor or attorney and induce 

him to act for the client." But we need not hang on 

legal definitions. Looking to the circumstances which 
caused the writing of the addendum leads to the same 
conclusion. As noted earlier, at the time the Stern- 
Satra agreement (Exhibit ¢) was being negotiated, Stern's 
primary concern -- which amounted to an imperative for him -- 
was to make sure that he would receive "current income" 

(a euphemism for cash on the barrelhead) for landing 

the IBM-Satra agreement. As originally transmitted to 
Stern, the Schedule to Exhibit C would have had the 

effect of allowing Satra to dedict its expenses from 

any revenues it received from IBM. (Exhibit C, Para- 
graph I, B and C, and Schedule to Exhibit C) This feature 
of the proposal upset Stern greatly so that he remon- 
strated to Oztemel (Tr. 98-99): 


* ee £ said, ‘I need current income. 


This new agreement you are offering, 
even for the 50/50 sharing, that is 
going to be reduced by the expense 
reimbursement schedule. I am not 

that worried reducing the commission 
by that expense reimbursement schedule 
because those are future income also, 
but in order to be able to live, I 
have to loak to current income, the 
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retainers or the advances and I 


MS don't want those to be reduced by 


this expense reimbursement schedule.' 


He said absolutely I am right. He 
said, 'Now, that reimbursement schedule 
really is logically associated with 
expenses on sales and the future com- 
missions.' 


He said, 'There should not be any 
expense reimbursement applicable to 
the current jncome like the retainers.' 


I said, 'Waic a minute. You say * 
that. Write it down. Sign your name.' 
He said, 'Sure.' 


He then added on the bottom a re~ 

ference to this discussion and we signed 

the agreement." 

The 1973 agreement provides that Satra shail re- 
ceive from IBM (a) "... a monthly sum of $16,667." as 
a financial consultant and for providing administrative 
services and (b) "... a monthly advance of $9,350. ... 
in anticipation of payments to be made to World Trade 
{IBM) by the customer [USSR] under agreements between 
World Trade and the customer signed prior to the date 
of this agreement." The $9,350. payments are refundable 
by Satra to tiie extent that IBM fails actually to re- 
ceive payments from the USSR. 

Stern argues that the $16,667. installments are 
"retainers" within the meaning of the addendum to the 


Schedule because they are regular payments in considera- 
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tion for Satra's services. We have already ruled, how- 
ever, that the parties intended the words "any retainers" 
in the addendum merely to mean payment of cash on the 
ba~relhead by IBM to Satra at the outset of their rela- 
tions, and not periodic or regular payments for services 
to be rendered. 

Stern also claims that the $9,350. installments 
are not subject to expense deduction. His theory is 
that the $9,350. installments under the 1973 IBM-Satra 
agreement should be treated in the same way as the 
original $25,000. payment by IBM to Satra (which Satra 
shared with Stern without deduction) because both the 
$9,350. installments and the $25,000. installments are 
described in the controlling agreements as advances 
against commissions. The difficulty with this argument 
is that ciseone headlong into our ryling that the parties 
intended the words "any retainers” in the addendum to 
be limited in the manner we have described -- that is to 
the first cash down payment to be made by IBM to Satra. 

In sum, Stern is entitled under the 1973 IBM- 
Satra contract to 50% of the gross revenie received by 
Satra after deduction of its expenses (on an annval non- 
carry-over basis) in accordance with Schedule C. 


Satra suggests that because by the terms of the 


1973 agreement Satra is contingently obligated to refund the 
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zcumulated $9,350. installments in December, 1976, such 
amounts as are payable to Stern by Satra out of the $9,350. 
installments shoul? be held in escrow until it is deter- 
mined whether Satra will actually be required to make 

any refund to IBM. Since Stern will be entitled to 
substantial monies from the $16,667. installments and 

will share Satra's contingent obligation to make refunds 
to IBM from the $9,350. installments, it is reasonable 
that the latter sums be held in escrow for the compara- 
tively short period until the end of 1976 when it will be 


determined whether any such refund is actually required. 


5. Mitigation of Damages 

On the authority of Howard v. Daly, 6) N.Y. 362, 
373-4 (1875: and Cornell v. T.V. Development Coip., 17 
N.Y¥.2d 75, 268 N.Y¥.S.2d 29 (1966), Satra argues that if 
it has breached the contract then the damages payable to 
Stern should be reduced by the amounts which he earned 
or could have earned as a result of being freed from the 
obligations of his agreement with Satra. Authority is 
slender under New York law as to the applicable mitiga- 
tion rules. Nevertheless, a framework can be seen 
through the mist: 

1. “A person discharged from service must not 


remain idle but must accept employment elsewhere if 
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fered." Howard v. Daly, supra. 

2. The burden is on the defendant to establish 
that the defendant earned opr could have earned monies 
as the result of its breach. (Haughey v. Belmont Quad- 
rangle Drilling Corporation, 2784 N.Y. 136, 142 (1940) and 
Cornell v. T.V. Development Corp., supra. 

3. If there is no saving, or potention earning, 
by the plaintiff as a result of being relieved of his 
contract with the defendant, the plaintiff is entitled to 
recover full damages without mitigation, Weisberg, et al., 
v. Art Work Shop, 226 App. Div. 532, 235 N.Y.Supp. 8 (lst 
Dept. 1929); 5 Corbin on Contracts, §1038 (1964 Edition). 

Stern contends that Satra has failed to meet its 
burden of proving that as a result of its breach he was 
freed to ea.n monies that he covld not have earned if the 
breach had not occurred. His view of the matter is that 
the services which the contract required him to perform 
were vague and indefinite, and did not specify that he 
was obliged to devote a particular period of time to 
Satra or to IBM's business. It is his theory that his 
opportunities to work for other clients were no greater 
after the breach than they were before. This is an over- 
simplification of the evidence. 

First, the Stern-Satra& contract (Exhibit C, Para- 


’ 
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graph I, B) specifies that Stern was to receive commis- 
Mcgee on any renewal agreement "provided Stern continues 
to devote such time necessary to service the agreement." 
From the requirement thus imposed as to a renewal agree- 
ment, it is reasonable to infer that Stern was also obliged 
to devote “such time as is necessary" to service the 
original contract; in any event the larger part of the 
subject matter d& this case is the renewal contract itself. 
Second, Stern admitted on cross-examination (Tr. 
299-300) that there were significant services which he 
was expected to perform in stenbikies Nien 
(or Stromberg) agreement: 


"Tl was to exert my best efforts to 
‘see that there would be an agreement 
reached between IBM, Stromberg and 
Satra. I was to continue in the dis- 
cus’ ions and negotiations between the 
parties. 


After agreements between the client 
and Satra, since I was a partner in 
the venture here, it didn't describe 
specific actions I was to perform, 
like if I were getting a salary to do 
this, but here I was to share in the 
revenues. Therefore, I was to exer- 
cise my initiative to assist wherever 
called upon, wherever I was abie, to 
maximize the sales and profits. In 
particular, I was to continue to work 
with Satra, in helping to understand 
the needs of a technology-oriented 
firm, of the needs of the customer, 
the Soviets, in the use of the products, 
if I were able. : 
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And@ I would similarly be a commu- 

nicator, the other way, help to explain 

why IBM had services Satra would be 

able to perform. Over and above this, 

Mr. Oztemel had made several sug- 

gestions to the effect that he wanted 

to introduce me to the Moscow scene 

to see if I could pick up some of that 

knowledge." 

It is impossible mathematically to ascertain what 
portion of Stern's time the fulfillment of these duties 
would have required. Nevertheless, we are obliged to 
decide the question as a jury would be if the question 
had been put to them. We find as a fact that the fulfill- 
ment of Stern's obligations under his agreement with Satra 
had it not been breached would have demanded 15% of his 
working hours. We further find that the market for 
Stern's skills and expertise at and since the time of the 
breach has been such that full employment was available 
to him and that, accordingly, the breach by Satra freed 
him to secure clients for the 15% of his employable 
time which he would otherwise have had to devote to 
the Satra-IBM business. 

This Memorandum constitutes the findings of 
fact and conclusions of law required by Rule 52(a) of 
the Federal Rules of Civil Procedure. 


The parties shall submit proposed judgments to- 


gether with Memoranda indicating the computations of 
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damages proposed to be awarded including the theory and 


computation by which damages should be mitigated. 


Dated: New York, New York ‘ CXER 
January 17, 1975. MORRIS E. LAS 


U.S.D.Jd- 
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(In chambers.) 
THE COURT: It might be worth while for the 


record to state where we are at, and I will do it more formally 


when I read these notes, but this case, which is a contract 


case, was tried as to liability before a jury and as to ; 
damages before the Court. A memorandum opinion dated | 
Januar’? 17, 1975, was issued, which was intended to cover all | 
questions that were necessary to dispose of the case. 

However, certain loose ends have been brought to ' 
the attention of the Court by both sides in connection with | 
the framing of a judgment. They are somewhat complex and 


it seemed to me, therefore, that they would either require | 


a further memorandum, which I was reluctant to get involved in| 


or a statement on the record by the Court so that the parties | 


could thereafter be guided by the fixed views of the Court and | 


try to ‘tispose of this matter as quickly as possible in 


framing a judgment. 

It is in that light that I read the following 
remarks. It is not my intention to provoke a discussion here 
or to ask the views of counsel or anything. I am giving my 


ruling on the questions they have raised here, and except to 


the extent that either of: them thinks that anything I say is 
predicated on a mistaken assumption or mistaken facts -- 
not that I believe there are any -- it's as if I had written 


to 
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a memorandum and we will proceed accordingly. 


Of course, at the conclusion of my statement here 
I will be glad to ciscuss with you any questions that are nov 
clear. 

I assume that each of you will purchase a copy of 
this transcript and be able to work with it, 

By memorandum dated January 17, 1975 we set forth 
our findings of fact and conclusions of law as to the damages 
to be awarded Stern and directed the parties to submit pro- 
posed judgm»*nts together with memoranda describing the com- 
putation of damages in accordance with our rulings. 

1@ barrage of papers which accompanied the propose: 
judgment has prevented earlier disposition of this lawsuit. 

The following constitute our rulings on the issues 
so punctiliously detailed in the submission of the parties: 

1. Stern and Satra disagree as to the proper 
application of the expense schedule, Exhibit C. Stern con- 
tends if the schedule was intended to make Satra's expense 
deduction a function of revenues, with Satra entitled to 


deduct a larger proportion of "expenses where revenues are 


at a modest level, and ‘“s a somewhat smaller proportion as 


revenues increased in accordance with Plaintiff's Exhibits 
C and EEEE. Satra takes the position it's entitled to a 


minimal annual deduction for expenst f $100,000 before any 


a 


~ 
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11 


12 


13 


14 


15 


16 


17 


18 


19 
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revenues are shared because that is the first "plateau" 
indicated in Exhibit 

For example, under Satra‘'s construction it would 
ke entitled to deduct a full $100,000 of expenses even where 
revenues are substantially less then $250,000, against which 
on schedule C the $100,000 is matched, and which constitutes 


the first revenue "plateau. 


Under Stern's construction Satra would be entitled 


to deduct only a pro rata chare of expenses so that if, for 
example, revenues were $125,000, Satra would be entitled to 
deduct only $50, 9, or 40 percent, in expenses. 

In our January memorandum we ; sted that Stern's 
testimony regarding the meaning of Exhibit C was highly 
persuasive and that Satra did not have a carry-over right 


under the terms of the schedule. We specifically credited 


| 
Stern's testimony that, and I am now reading from the transcript 


page 85, “As the revenues begin to come in we would share 
according tec the agreement, but my share would be reduced 
somewhat and theirs would go up somewhat by virtue of them 
having to be reimbursed for expenses according to this 


schedule, vis-a-vis revenues. 


To the extent qur earlier memorandum was unclear 


with regard to the present dispute, we find as a fact that the 


weight of the ev dence favors Stern's position anc that the 
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2 } parties intended to apply the schedule on a pro rata basis 
3 || with no minimum expense deduction. 
4 | 2. With regard to the provisions of the judgment | 
5 ! relating to mitigation of damages we rule as follows: 
6 | A. Stern's income for purpose of computing Satra's 
7 offsetted mitigation for ibis present and future years shall 
i} 
8 || be defined to include, one, any earned income as reflected 
9 | on his personal income tax returned; two, any other income 
| 
10 | not so indicated which consists of different dividends 
11 received from any carporation wholly owned or controlled by 
le | him and members of his family, or any income of any 
13 corporation wholly owned or controlled by him or members of 
M4 | his family which is attributable to personal services rendered 
15 | by Stern in behalf of such corporation, less expenses incurred 
16 in connection with such services. ‘ 
} 
17 | Computation of corporate income or expenses 
18 attrioutable te Stern shall be made in accordance with generally 
19 acceptea accounting principles. Where Stern or his family | 
2 || do not. wholly own or control a corporation in which he has an 
1] 
21 | interest, the calculation for corporate in:some and expenses 
| 
2 | attributable to Stern shall he multiplied by the p’ ‘centage 
oS of his ownership. : 
2A | 3. Stern shall have no automatic right to share | 
25 


payment received by Satra on account of any IBM contract 


6 || ment has not been litigated in this suit. 


F: teed 

| | 
| | 
1 || rdlk S6A 6 | 
» | which Satra may enter into after the expiration of the 1973 | 
3 || agreement; that is, the reason for such a ruling is, because | 
we 4 | it questions whether any such contract, future contract may | 
5 constitute a "renewal" within the meaning of the 1971 agree- | 
| 
ae I by no means intend by this ruling or these re- | 
8 || marks to foreclose the possibility that such a future | 
9 || agreement may constitute a renewal within the meaning of | 

1] 


10 | the 1971 agreement, but I do not believe that it has heen | 
11 | litigated before me. 


| 
12 || 4. As to damages presently due and owing to | 


1 
13 || Stern from Satra, Stern is entitled to interest at the legal | 
14 | rate, calculated as of the end of each quarter in which sums | 
15 ! due him accumulated in aceordance with the pattern and structute 
16 | of the 1971 agreement. | 
17 5. As to damages to become due as Satra receives | 
18 ] revenues from IBM, Stern's share shal] be computed and dis- | 
19 tributed on a quarterly basis in the manner described below. | 
ad A, Stern and Satra shall open a joint bank account| 
21 | in their names, The withdrawal of funds from the account | 
22 shall be conditioned on the signatures of both Stern and an | 
~ 23 || authorized officer of Satra. | 
| 
2A | B, Satra shall forthwith deposit such portion of 
25 damages presently due and owing to Stern as Stern is con- | 


9 
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tingently obligated to return to Satra for refund to IBM in 
accordance with the 1973 agreement. 

c, as to future payments to Stern on account of 
the IBM contract, Satra shall within ten days of the end of 
each quarter deposit into the account the portion of Stern's 
quarterly payment which he is contingently obligated to return 
to Satra, because Satra is contingently obligated to return 
it to IBM. 

D, the funds deposited in the joint savings 
account shall remain in the account until the contingent 
obligation of Satra to refund the money to IBM either matures 
or expires, and whatever is left in the account at such time 
of course, and creditable to Stern, shall be returned to 
Stern He shall be entitled to it, together with whatever 
interest has accrued in the account. However, Stern shall 
have the right at any time to withdraw funds from the account 
to the extent that the amount of funds on deposit exceeds 
the aggregate of the maximum amounts which Stern would have t¢ 
repay to Satra if Satra became obligated to refund moneys to 
IBM. 

In other wor if at any time Stern's liability, 
whether by reduction or ~nerwise, is less than the amount 
in the bank account, he shall have the right to withdraw 


from the bank account the amount of such excess. 


&: 


an 


as & 2 @ 


rdlk 58A 8 

E, any funds due Stern from Satra which are not to 
be deposited in the escrow account as provided in C above, 
shall be paid directly to him within ten days of the end of 
each quarter subject to the provision for mitigation of 
damages as described below. 

6. Mitigation of damages. A, Satra shall 
deduct from Stern's damages presently due and owing its off- 
set in mitigation as defined in paragraph 2 above, and I 
believe I have numbered these items as we have gone along, 
for all tax years through 1974. 

B, Satra's offset in mitigation for payments to 
become due to Stern in the present and future years shall 
be calculated within 30 days of the filing of Stern's income 
tax returns, provided, of course, that Stern makes such 
information immediately available to Satra. 

Therefore, I suppose we should say within 30 days 
from Satra receiving from Stern the information contained 
in such income tax returns. 

The entire amount in mitigation shall be deducted 
from the first payment ¢ue Stern subsequent to the calcv- 
lations and from succeeding payments to the extent necessary, 
because we recognize that theoretically at least the amount 
might be greater than would be collectible in the first 


instance. 


MR. HELLERSTEIN: Can we make the tax returns 


9 —- — - 
3 available to Satra's lawyers with an understanding that they will 
4 be received in confidence for the purpose of the mitigation 


‘ point? 

6 | THE COURT: I can't imagine why the defendants 

. || would disagree with that. Yes, I will ruie that the disclosure 
8 of Mr. Stern's tax returns is to be made to counsel for Satra 


9 under a protective order enjoining them from disclosing the 


information to anyone else and to be used solely for the 


10 | 
l 
11 || purpose of making the computation necessary under this ruling. 
1} 
\ ah ; é 
12 MR. APPEL: Does that not include our client? 
13 ! THR COURT: I think it not includes your clients. 
“4 it don't see how they would have any knowledge that would 
15 | assist you in going behind the returns themselves. If you 
| | 
16 || have. any reason fo doubt the accuracy of the returns, you 
17 | can take that up with Mr. Hellerstein. If you need any further 
a 
18 | relicf, you can come back to the Court. Yes, it does 
19 | include your clients. 
op | MR. APPEL: May I also ask on the question of 
21 | mitigation, do I understand that the amounts are to be determine 
| 
| 
22 1 solely from the various tax returns, perzional and otherwise? 
{| 
23 | t'm not sure I understand where we are to get the information 
\ 
‘ | about other corporate income, for exa! 
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This action came on for trial before the court and-e. 
jury, Hon. Morris E. Lasker, District Judge, presiding, and tha | 
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It-is ORDERED, ADJUDGED and DECREED: 
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That~the plaintiff 
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Marvin Stern ("Stern") of 2492, 


| Mandeville Canyon Road, Los Angeles, California taal 2 recover’ 
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| (by payment as in Paragraph 9 set, forth) of the defendants, Sate 


each with offices at 475 Park Avenue South, : New’ York, New York? 19015. 
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(i) there shall be paid to Stern as 
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(ii) there shall be paid into the Special 


Account, as established in Paragraph 


S NEreok coccccccsccccccccccccccsccsccccosees 8,415.00 


For October 1975, 30% of a portion of the 
monthly sums of $16,667 and $9,350 received 
by Satra from IBM, to the point where Satra Bike. r, 
receives $250,000 for the calendar year 1975, 
and 40% of the remainder, yielding $8,822,11 for 
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December 1975, 40% of said monthly suns received 
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provided in Paragraph 9, for the 
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calendar year 1976, and 40% of the remainder, 
yielding $8,822.11 for the month of October; 
and for November and December 15'6, 40% of ; x 


said monthly sums receivable by Satra,. 
yielding, $10,406.80 per month, of whith 
$29,644.21 total; 
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1977, shall be paid to Stern's attorneys; “Stroock 


& Se k & Lavan, for deposit by them into a’ ~' 


special interest bearing ‘account to be“hela “in = 


of his federal income tax return for 1976 to 
Satra's attorneys as aforesaid, at which time 
there shall be deducted, by way of mitization 
‘4 ‘ , Ma] 


therefrom the following: 


(i) the mitigable income, computed as aforsu- . 


ne 


ew et <* 


¥. 
* 


an * 


RP Td Mads Seta 


ae” 


SE Cee cine, 
: » ; , 


said, from the earnings of Stern in 1976, 


and 


(ii) the mitiyable income, compyted as fellows, 
for the month ot January 1977: 1/12th of the 


mitigable income of 1976 shall be deemed 


in mitigatiogn of his income earned in 


ite 


January 197 sv, s 


that portion of Stern's 1977 income aliorated — es | 
t 


The sums so deduct, i shall he payable by Stern's 


the escrow account and (subject to the provisions 


of Paragraph 4d hereof) the balance remaining in 


<i 


attorneys, Strocck & Stroocek & Layan, tQ Satra irom ; 
! 


the escrow account, plus any interest which may 


have accumulated thereon, thall be withdrawn from © */ 


the account by Stroock § Streock & Lavan free of © - 


Ler 


. care © sorb 


any eserow for distribution pursuant to Ragagraph 
eo . BB wes 


9 hereof. ; ar 


s 
a ’ a? 0 4B e FoMey « 


In the event that the provisions of Paragraph 
5-a(i) hereof hecome opergtive and the sums 
deposited by Satra into the Special Account are 


to b= repaid to Satra, then there shall be paid 


+ ar 


—_——- — 
© nee ee ee 


~ 
fm 
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to Satra, out of the funds being held in es ‘row 
by Stern's attorneys, Stroock & Stroock & Lavan 
pursuant to Parayraph 4-c, the additional sum of 


$4,105.34 which sum is the hietiiies enema of 
those moneys due and payable to Stern pursuant 

te Schedule I of Paragraph 1 hereof and the moneys 
which would have been so due and payable if ess 
than $250,000 were received by Satra from IBM in 


any one year, as is indicated by Schedule I-A *.. 


below: 


’ 
‘ “ 
- 
St: ¢ ’ 
g t ‘ r 
‘ a 
‘ . 
¢ *.¢ 
: t ' =. 3 


tee- 


are. | 


T6A 


Mce tearte Lid Tara ' 
P (3) (s) 
; (2) i2) Interest at (4) Cumulative Total 
, ve : kuceived $ to Amount 8 per snnam Mitigation Duc Stern 
= 2 by Satra Stesn Seer isn (018 pee guarter) (Column 4¢2¢}-6) 
1971 
« (a) 
i 42/31/71 $25,000 508 $12,500 - e $ 12,500 
t¢ 1972 
“ 
Se. havaay72 - - $ 750 - . . 13,250 
eee : o 
' e . me 
1973 a ‘ r tat 
i-” (b) (e) ‘ te erage oh 
} 3/31/73 7,024.17 308 2,107.25 198.75 2,437.50 » 13,211.50 
nid (b) » 
” * 6/30/73 12,969.25 308 3,890 196.78 - : 17,206.06 : 
’ ps - ft . “i 
I 9/30/73 - - - 258.09 - 47,464,15 
(c) 
th 12/21/73 69,391.32 308 20,817.40 261.96 - 38,543.53 
f er a LL LS, meee ee 
1974 
ar (4) (e) 
3/31/74 $0,003.00 308 15,000.30 $78.15 $ 2,925.00 51,196.96 
- (4) 
* 6/34/74 $0,001.00 308 15,000.30 767.95 - 66,965.21 
9/30/74 50,001.00 308 15,000.30 2,004.48 - + 82,969,99 ‘ 
> , 2423/31/74 50,001.00 308 1,500.30 1,244.55 © 99,214,046 
“A. 5 Fi ai a a a A a a Aa aR a ia EI a 
) eae. 3 
; . 5 (e) we + 
3/31/75 50,001.00 308 15,000.30 1,498.00 4,612.50 121,099.¢¢6 
> 3, 6/30/78 50,002.00 308 15,900.30 1,666.96 °- ‘oF * 997 307 82" 
j oath . fo ghs Gath ia 
v2 %& {a) Second half of $50,000 retainer paid to Gatra by IDM World Trade Corporation (*1Pi*) ae : ey GY 
' } “++. (>) Earned Pees and Commission paid, to Satra by Ii in March and April 1973 respectively eee aie 
|; » (ec) Barned Fees and Coumission of $2,723.34 paid to Satre by IBM in Noverber 1973 plus 4 ptyzarta of @ - ’ 
5 616,667 monthly eum (i.c. $66,668) from ILM. ; rip : a» 


(4) Three payments (1.e. quarterly total) of a $16,€67 monthly sur from IBM, 
15% of Stern's incose for the previous year basod on (1) inconre for personal gervicas caiavd by Sve: 
and reported in hie personal income tax return and (14) any other income not #9 reflected valeh cersista c? 
eacnings of any business entity sholly owned or controlled by Stern or the gecbdcra of hiv de isce ' 
which are attributable to services (loos expenius) rende, od thereto by Storn ani not Olautrdsd..ted Fo L.-... 
or to the nucbers of his iomedisate fanily and as to any business entity not #0 wholly owned os cont...’ 
that proporticnate part of such carnings (less expensus) as the ownership or intorust of Stara end ths 
penbers of his immcdiate family bears to the total ownership or interest. 


— eee 
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of up to $40,000 per account in savings banks or federal savings 
and loan associa 


referred to as the "Special Account") in the joint hames of 


5. There shall be set up special interest-bearing accounts 


's 


tions (all of which accounts are herein collectively 


** 


‘ 


: e . ‘ 
plaintiff's attorney. Stroock & Stroock &’ Lavan and Satra fron which 


any withdrawals 


shall be conditioned on the signature of both a 


. 


member of the firm of Stroock & Stroock & Lavan and ar authorized 


officer of Satra. 


a. 


The sums actually deposited by Satra into said 


Specia' 


1977, 


either 


(i) 


Account shall, in the month of January 
be paid (subject to Paragraph 4-d hereof), 


to Satra, to the extent that satra is 


compelled to refund to IBM certain payménts, . 


» 


and in the proportions that Satra is com- 


rellead to refund such payments, for the 
EF Pp 


cause provided in the paragraph below set °° 


out [paragraph 2(b) (i) of the agreement 
between Satra and IBM effective as of 
September 1, 1973), and provided that” 


Satra rereives no consideration or benefit 


bg 778A 


—— oe 6 ee ee ee ee 


in connecticn with said refund: 


"Should World Trade [{IBM) fail 

| to receive payment from the Customer ~ viv 
{the Union of Soviet Socialiet Repub+™ * 

lics and organizations therein e- the 

payments refer to sums expected by ‘IBM ° 

I in anticipation of which IBM declared . 

it undertogk te pay $9,350 monthly ~ ’ 

advances to Satra); ether than due to 

Customer's breach, SATRA will refund" 

the accumulated adyances to World 

j Trade in December, 1976; if the Customer 
breaches, the amoynt of the refund wild. . SA 
! 

| 

| 

! 

| 

| 

| 

! 


-. 
—-* 


4 


be in proportion to the percent of the’ ll 
unpaid payments ef the Customer." , 
or : eee ‘ 
, 4 = INS £ 


(ii) to Stern (as provided in Paragraph 9 
hercof) in the event, and te the extent, 


that Satra is not compelled to refund 


e Sia: 


Ae such payments to IBi4 for the cause | ‘wet oa 
in paragraph 2(b) fi) of the agreement eel k) 
between Satra and IAM referred to in Pate- ri ; 

fa stat 
graph 5-a(i) hereof, and provided chat Satra 


r receives no consideration or benefit in ccn- 
. 


| 
i nection with said refund. 


- 
> 


b, On application by Stern at any time, and in any 


| event by January 31, 1977, any interest in the 
S 
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Special Account and any other moneys in the { 
Special Account over and above the aggregate 


amount wh. a Stern would have to repay to Satra <j, \ ad 


if Satra bi‘came obligated to refund maneys to 
IBM as set forth in Paragraph 5-a(i) hereof, | ; ag: 


1l be paid over to Stern (as provided in 


22 
Paragraph 9 hereof). a. 
06  26ece er CG4 RE : =F 


6. Satra shall notify Stern, by letter mansion to his 


attorneys, Stroock & Stroock & Lavan, 61. Broaavay, ‘New ‘Yor k City, 


a f*’:t? 


10006, no later than the 30th day of January, May and Septenbuc 


ass hoe 


of each year after the date of this judgment and until January re 


Satra and IBM effective as of September 1, 1973 is apace or 


‘ 


as to: 


a. 


extended, 


immediately preceding said dates (excepting that ‘cha firs t notifica- 


| 1978 (or such lonyer period of cine for which the agreement Betrwocs 


ie 


, 


an¢ one year thereafter), with respect to ‘the Gtarscaara. 


ca » , 


tion shall cover the 6-month period preceding such first: svtilicatica) 


ta eS none oiret ‘ » 


Any contracts or agreements, or ren wals or 


r-etensions of any contracts or agreements,-} 


+ . w OS 


oral or written, which Satra, or any subsidiary, 
a 4 
parent or designee thereof, may enter into wit h ICs, 


or any subsidiary, parent or designee thereof, ‘Masten 


, a 


| 


| 
| 


h designee thereof, alditional to the sums described in Paragraphs 1,2 


shall be received by ion in confidence and utilised Soe the puiene 
of this action only, and shall not be disclosed to Stern providad 
however, that Stern's attorneys shall have the right to apply 

‘to the Court for permission to make such disclosure te stern ii 
they believe that consultation with ee to such information is 


ppropriate. eh 


parent,or designee thereof, by 1BM,or any subsidiary, parent or 


800A 


said period, which contemplate the payment or 
giving of consideration to Satra: 


} Bie 
The date-and amount of, and the contractual 


° *- Bast, 24 BAe 
authority for, all payments made to or for the 


account of Satra or any supvsidiary, parent og 
designee thereof, from IBM,or any subsidjary, 
a 
3 t. ‘ . 23 
parent or designee of IBM, during said periods 
Any switch or barter arrangements referred to 
; tj , 
Satra,or any parent, subsidiary er *;signee thera~ 
of, pursuant to any contract or agreement, written: 
‘ 


or oral, with IBM, or any subsidiary, parent or 


designee of IBM, during said period. 
' 


The information so furnished to Stern's attorneys heroi. 


» ° ’ y < ‘ 
te 4 


. 


. 


8 ° | < Cm | . 
7. Any moneys or fees payable to Satra or any subsiciar 
y y pay 


81A 


u and 3 hereof and pursuant to or by reason of the ayreement between 
Satra and IBM effective as of September 1, 1973, shall, when seceived, 
. be treated as income .o Satra in which Stern shall share, payalis 
ie | accorains to the following formula, after taking into Senetdneebton 
| : 

all other income of Satra from IBM in that year; x 1" 

|, a 30% of the first $250,000 per calendar year, 

b. 40% of the next $250,000 per calendar year, 


c. 45% of the next $250,000 per calendar year, 


on bs | ad. 47% of the next $250,000 per calendar year, 


ane -* 


e. 49.5% af the remaining moneys per calendar year, 


and Stern shall have execution thereof ten (10) days after the <i'1° 


et amy SOO coer 


'of the quarter in which such ineome is received by Satra. 


8. Stern shall recover of Satra the coats of tris icticn 
e 9 a ” 


{ 

' 

j 

| in an amount to be tax: 1 and, Stern shall have execution thereof. 
stip 
| 

{ 

i 

i 

| 
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9. All sums payable by defendants to Stern horayn.i..« 


. 
» 


ishall Le paid to Stern's attorneys Stroock 6 Stroock & Lavon, ol 


. 


Broadway, New York, New York 10006, and when so paid shall dis- 


charge Satra to the extent of such payments, 


. 
~ 


| 10. ‘The Court sinall have continuing jurfisdictiecn with 
; respect to this judgment, 


lj Dated: New York, New York 


a: ae OA 


| Units d States “pas ctriet Sree 


ae ee ee es nF er te teen ore rer or 
- ‘ a. Hee *. 
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1, :-Marvin Stern, declare that for the years 1972, 1973 and 


197, other than income as reflected on my persoml tax 82A 


returns: 

I have received no other income consistinge of 
dividends from any tusiness entity wholly owned or controlled 
ty me or menters of ry family; 

* P There has teen ro income of any tusiness entity 
owned or controlled by me or memters of my family, which 
is attributable to rersonal services rendered ty me in 
behalf of such business entity: 

3. There has been no income of any business entity in 
which I or members of m fanily have an interest, which is 
attributable to personal services rendered by me in behalf 


of such business entity. 
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eres Exhibit B 
: ZIMMERMAN, SATIN &® ROGOVIN 834A 


CERTIFIED PIntIC ACCOUNTANTS 


GLEMOALE FOLOE RAL BUILOING 
9454 wiLSHIOL BOUL Cvaao SUITE Br 
BEVERLY HILLS. CALIFORNIA 90212 
(213) 272-4125 = 274-7125 


SATIN. CPA 
50ViIN. C.P a 


GEIBELSON.C. PLA 


Bawa OF AwEaICA CENTER 
SSS CALIFOPMIA STOTET, SUITE 2170 
SAN FRANCISCO, CALIFORNIA 94104 
(418) 788-$322 798-S323 


Jury 22, 1975 


Ma. Arvin HELLERSTEIN 
Stroocx, Stroock ano LavAN 
61 Broaoway - 

New York, New Yorn 1 


Cear Mr, HELLERSTEIN: 


THis FIRM HAS PREPARED Ter U, S, CoRPORATION INCOME TAX RETURNS OF 

MARVIN -STERN AND Associates, LTO, FOR THE FISCAL YEARS ENDING JANUARY 31, 
1973, 1974 ano 1975, TRESE RETURNS WERE PREPARED FROM THE BOOKS ANDO 
RECORDS OF THE CCHPANY AS PRESENTEO TO US BY Mr, Marvin Srern, No INE 
PENDENT VERIFICATICN OR GENERALLY ACCEPTED AUOITING STANDARDS WERE APPLIED 
1M THE PREPARATION OF THESE PETURNS,. EACH YEAR'S OPERATIONS RESULTED IN A 
SMA°L OPERATING LOSS AND THE RETURNS REFLECT NO UNDISTRIBUTEO INCOME AFTER 
OPERATING EXPENSES, 170 THE BEST OF OUR KNOWLEOGE, NO DIVIDENCS WERE PAIO 
TO THE SHAREHOLDER OF THE CORPORATION, 


IN ADDITION TO THE PREPARATION OF THE CORPORATE RETURNS, WE PREPARED THE 


PERSCHAL INCOME TAX RETURNS OF Ma, MARVIN STERN IN THE SAME HANNER AS 
OESCRISED AROVE. 


VERY TRULY YOURS, 


ZIMMERMAN, SATIN f& ROGOV iN 
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Cervirico Puecic Accounranr 
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UNITED STATES DISTRICT COURT 84A 


SOUTHERN DISTRICT OF NEW YORK 


heap tia i hannkicenesabialcigpanina nies iabaaciasaaaagi aad iaadeilbee x 
MARVIN STERN, 

Plaintiff, 

-against- : 72 Civ. 143 

SATRA CORP. and 
SATRA CONSULTANT, 

Defendants. 
stadia staitibaba indie ote as de sinieaccarniceamainlaabeminiinaen dtaiaiainte x 


April 1, 1974 
10:00 A.ii. 


BEFORE 
HON. MORRIS LASKER, 


District Judge. 


APPEARAWS CES 


STROOCK & STROOCK & LAVA, LSQS., 
Attorneys for Plaintiff 

ALVIN K. HULLORSTLCIN, ESQ. and 

GERALD D. FISHER, ESQ., of Counsel 


SPEAR & HILL, ESQS., 

Attorneys for Defendants 
THOMAS W. HILL, ESQ., 
ALPCRT M. APPEL, CSQ., and 
HENRY W. SION, ESQ., of Counsel 
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THE COURT: In an’ off-the-record discussion, 
the Court asked defendant counsel whether the defendants 
agreed that the sole issue, putting aside the claim 
that damages, if any, snould ve mitigated, waica nas 
been asserted oy the defendant, was whether or not the 
defendz-* had veen fraudulently induced into entering 
into the alleged agreement, or whether the defendant 
additionally took the position tnat regardless of fraudu- 
lent inducement, no Dinding agreement had veen achieved. 

As I understand it now, ilr. ill, it is tue 
defendants' position that no Dinding agreement was ever 
ac.iieved recardless of waetaer tiere vas fraudulent 
inducement. 

MR. HILL: Yes, sir, that is our position, 
your Honor, and I should just say, waich I did not say in 
our off-tne-record discussion, tnat we nave imade a 
ceneral denial nere and this is a contract clain, and I 
think that waole issue comes within tie scope of a general 
denial. 

THE COURT: I haven't examined Ae records 
for the purpose of determining wiether that pcsition 
is supported by the record. I do agree with you “nat 
a general denial conceivably could cover it; Zam 


somewhat surprised to find that you assert that position 


86 A 


1 bjw 3 
2 | because it did not seem to be to be covered by your 
3 requests to charge, but we'l) take that as we go along. 
4 Now, the plaintiffs nave moved to supplement 
2 tne amended complaint by adding to the complaint, I 
6 assume, allegations covering the most recent agreement 
7 between Satra and IBM, to wit, agreement of December 
6 1973 which apparently is referred to in the material 
| 9 submitted to me in pre-trial memoranda, et cetera, wut 
10 not in the pleadings. 
11 The defendant has indicated tnat it is surprised 
ue by the. request to supplement the agreement, out in an | 
off-the-record discussion nas not indicated to tne Court 
14 that it has been prejudiced »y my granting the motion | 
6 to supplement the agreement. | 
16 | However, Ir. Will, if there is anytaing you 
7 | wish to state on the record in that record to protect tne 
record for yourself, you are free to do so. | 
19 MR. HILL: I would like to say this, your | 
a Honor: That one, we are surprised, two, we have taken 
21 the position that the 1973 contract is not a supplement 
ha a2 to or a modification of the 1971 contract. We thing 
} 3 that evidence with respect to payments wiich may or may 
u not have peen made under this 1973 agreement will be 
ys) 


highly prejudicial to the defendant in this case; and 


10 


11 
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we would ask that your Honor make a determination as a 
matter of law with respect to wiiat this contract is or 
isn't before this evidence goes to the jury. 

I think that the question as to whether or 
not the contract is a part of a ‘71 contract is a ques- 
tion of law that we would respectfully submit snould ve 
resolved »efore this evidence goes to the jury, and 
then I think that if that's done, tnen everyvody's 
record is going to be in -- 

(HC COURT: ir. Wellerstein or ilr. Fisher, do 
you want to comment on ‘ir. Will's position? 

4p. FISHER: well, the Decemer 1973 agreement 
copy of wnich was furnished to us some time after it 


was executed, has been marked, pre-marked as an exnibit, 


was referred to in the vre-trial memorandum, indeed it is 


listed in tie stinulation of evicence entered into wits 
Spear & Hill ane counsel for IbM as a document tnat was 
going to ve offered into evidence and tie autuienticity 
of which was not objected to. 

The parties all along knew that it was v'ain- 
tiff's position that he is entitled to fifty vercent of 
any proceeds realized by Satra from IBM and this is 


merely anotner rorm set up by Satra and IBM to give to 


Satra compensation. 


| 

ot we 88A . 
2 | THE COURT: May I see a copy of it? 
3 MR. FISHER: It is attached as an appendix. 

=~ 4 | HR. FISHER: I might add for the record your 
5 Honor, that it was prepared during tne course of this 
6 litigation witiout the consent of the plaintiff and 
7 therefore obviously carefully worded to accomplish what- 
8 | ever results Satra may have desired to accomplish. 
| THE COURT: I am prepared to rule on tne point 
10 that Mr. Hill has raised. 
n | MR. HILL: May I -- I don't mean to interrupt 
L your Honor, excuse me -- out I am looking at this docu- 
13 ment waica is entitled motion sy vlaintiff to supplement 

‘ 14 amended complaint waich seems to consist -- it really 

15 isn't a motion at all -- what it is, as near as I can 
16 fiqure out, is a sunca of sudqaested alterations to ti 
7 | complaint suostituting varagranis. Taere is no arguient 
18 | here as to why this should or should not nanpen; and in 
19 addition, just tie most hasty look at tnis thing seems to 
2 indicate that they want to do a great deal more by way 
21 of this amendment than simply put this contract in 
m evidence. 
2B THE COURT: Do you want to specify what you 
2A mean? 
mS MR. HILL: Well it's difficult, because I am 


iy 


to 
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6 
just leafing through this thing, »ut I don't nave -- 

THE COURT: Let me make this Suggestion, Mr. 
Hill, and gentlemen: The precise language tiat may be 
used in supplementing the complaint we don't necessarily 
need to decide at this moment, although O2viously it 
should we decided as yyickly as possible. We do need to 
know whether or not you are going to be allowed to talk 
about this agreement before the jury in your opening 
Statements, and your questions and so on. 

You have put the pronosition, and tierefore I 
Suggest tuat I decide first whether or not it is appro- 


of 


priate to vermit the sumpnlementing tie conplajnt and 
then I will deal on a more deliberate vasis with the 
language and you can point out to me what you tnink is 
wrong with if if I decide in favor of ty Nlaintiffs on 
tic general proposition. 

I have already indicated that I don't »nelieve 
that prejudice has seen demonstrated wy the proposed 
Supplement. 

You have raised tne question of whether as a 
matter of law the December 1973 contract is or is not 
kind of contract contemplated wy, let us call it, th 


correspondence or documents explained wetween tie plain- 


tiff and the defendant Satra. 


ones 
SOA 
H bjw 7 
2 I am prepared to rule that it cannot be said 
3 tnat, as a matter of law, the agreement of Decenmwer 1973 
4 is not such a document; that my conclusion is that tise 
5 Status of tie December 1973 is a factual question or 
8 at best a mixed fact and law question, and that it 
7 must be determined by the jury whether or not the parties 
8 contemplated sy their exchange of documents that an 
° agreement suc.i as the Decemmer 1973 agreement would 
10 fall within the parameters of their arrangement or not, 
| ll and therefore, iir. iill's Ovjection on tiat ground is 
W denied. 
Now, it has been stinulated also as I under- 
jak pee Stand it that all pre-marked exhibits and all the exnibits 
15 have been pre-marked, are regarded as authentic, that is 
16 that no objection is to »e made >» @eitner side as to | 
17 | autuenticity of suca documents. | 
18 It has veen stinulated that the case originall, 
19 against Iii World frade and iir. stafford ave ween dis- 
2 missed with prejudice. Is that correct? 
21 t.>, HELLERSTCIN: We would ask the sever 
a those two defendants and continue the Claims against tie 
A) two Satra defendants. 
“A THE COURT: I will take it there is no objection. 
5 MR. HILL: Wo, your Honor. 
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ni 91A , 

MR. FISHER: One final point. IBA and the 
parties nave entered into a stipulation of evidence as 
supplemented vy a letter which I think your Honor has 
received. 

THE COURT: I just received it this morning, 
yes. 

MR. FISHER: I take it there is no objection to 


attachina the letter to the stinulation in evidence. 


MR. HILL: We'd like time to read the letter, 
your Honor. le got it this morning. 

THE COURT: Very good, you will let us know. 

MR. HELLERSTLIN: Your ilonor, did we reserve on 


this mitigation point to discuss that later? 

Was theré a ruling on that? 

Tim COURT: I didn't rule on it. On the ques~ 
tion of witigation of damages, I stated tiuat I under- 
stood even clr. Will's naners -- and I see even ‘tr. Hill's 
because I understand tiat you don't believe tnat the 
issue is in the case at all -- but I understood even 
bir. Hill's papers only to request that snould tiere ve a 
verdict favorable to the plaintiff, then the Court would 
be odligated to determine certain questions of damages; 


and my suggestion, although I suppose it could remain a 


jury question, would be to leave that either to a later 
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trial vy jury, if desired, or to a determination by the 


3 Court put not to place that issue before this jury at 

4 | this time. 

5 It seems to me that it would be confusing and 
6 prolong the trial unduly, and that is the procedure ['d 
7 like to follow. 

8 Does anybody object to that? 

9 MR. HILL: Tnat is acceptable to us. 

10 MR. HELLERSTEIN: Your Honor, there are some 
11 other points we wanted to tali: avout. I don't want to 
2.| hold uv the jury. You asked though for what types of 
13 questions your Honor miqht ask. 

14 THE COURT: Yes. 

15 | MR. HELLERSTEIN: At the risk of mentioning 
16 the obvious, residence, business address, educational 
17 wackground, occynation, acyuaintence wits »carties anu 
18 counsel, prior jury exnerience to assure against con- 
19 fusion wetween criminal and civil standards. 

20 THE COURT: All rignt, fine, I will do all 

21 those things. 

2 THE COURT: Very good. 

23 Gentlemen, we will »reak now and cllioose tue 
v2 | jury and then if there are any questions remaining we will 
y+) come back. 


(A jury and two alternates were duly impaneled and 
sworn) 
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questions of law I have to discuss with the attorneys 
before we actually start the trial. I will ask Mrs. 
Panzer, the Court Clerk, to show you to the jury room. 
Don't dig in too fully back there because after lunch we 


will be going to another courtroom, where we wi'!’ be 


‘ 
© @ _ a 4) oo w tr 
a 


THE COURT: Ladies and gentlemen of the jury, 
staying permanently and it will be more comfortable than 


we will take a short recess at this time. I have some 
' 
i 


10 this one. So you leave your things, of course, in the 
ll jury room. 
12 (In the robing room; jury not present.) 
13 THE COURT: What other matters are there, 
| 
14 gentlemen? 
15 MR. HELLERSTEIN: Your Honor, Rule 48 provides 
16 for the possibility of a stipulation to a majority verdict | 
17 which would be subject -- 
18 THE COURT: Stipulation what? 


19 MR.HELLERSTEIN: To a majority verdict which, if 


it would be satisfactory to all counsel and the Court, 


would be satisfactory to us, some majority that we can 


decide if Mr. Hill wants to. 


la 


THE COURT: Of course, I encourage that sort of 


thing because I don't want to have to try a case again if 


the jury can't decide. 
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MR. HILL: I* would not be satisfactory to us, 
your Honor. 

THE COURT: All right. 

MR. HELLERSTEIN: We were considering whether 
this is a case that was appropriate for a general verdict. 
There are a number of issues that seem to come up along 
the way in terms of the specifics of the contract, if 
we win the contract point, if Mr. Hill loses the affirmative 
defense point, the jury is going to have to resolve the 
question of damages. Possibly. 

I am not clear in my mind whether this is going 
to be a jury issue or whether it is a Ceurt issue, and 
I gather from Mr. Hill's brief that he also is somewhat 
uncertain about those particular points. 

THE COURT: Perhaovs he is uncertain. It sacm 
to me that he suggests, at least, that it be deferred 
for final determination in view of the fact the he claims, 
and I don't know whether you agree with it or not, that 
because of the contingency that the plaintiff is not 
entitled to be paid until 1975 or '76 -- 

MR. HILL: ‘75, I think, your Honor, the end of 
1975. 


THE COURT: I don't know what your position is 


on that because, of cours., he raised that question at 


| oT 
1 | 3 mbmch 12 
l 
2 | least to my knowledge in the pretrial memorandum, and you 
3 | weren't called upon to answer that until now, 
4 | MR. HELLERSTEIN: Our position is this, your 
5 | Honor, and the force of the position contradicts what 
6 Mr. Hill's contention is; that an advance against future 
7 commissions is treated as a retainer under the document. 
8 If you recall, there is handwriting at the foot of Page 3 | 
9 | of the August 3lst document, which is the contract | 
10 according to our contention; which says in effect that 
ll retainers are not subject to t schedule of expenses. 
12 Under that arrangement, Dr. Stern was paid 50 Per cent withow 
13 deduction in the first retainer payment and it is our 
4 contention, and what I think the evidence will clearly 
5 show, that Dr. Stern is entitled to 50 per cent of all 
16 the advances as they ar -urrently paid, and that is 
17 the framework of the contract. 

18 THE COURT: Does it follow from that that you mean 
19 that you don't think the contingency applies to any payments 
to which Dr. Stern would be entitled, or are you merely 
21 saying that even if it applies you should be paid now and 

2 then if they have to repay any you should repay them? 

yA] MR. HELLERSTEIN: I am saying the latter, 

ye certainly, and I would like to give further thought to the 
ys) former. 
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MR. HILL: I think that raises a question, your 
Honor, again with respect to this '73 contract; and this 
is why we keep taking the position that what these contracts 
say or doa't say is strictly a matter of law. The retainer 
referred to in the first agreement, for example, to which 
the 50 per cent applied and as to which one payment was ma.e 


under the terms of the IBN contract, a nonrefundable 


—— 


retainer Now, the so-called retainer in the second contract 
' 
is not a norrefundable retainer but indeed has this 


contingent aspe 


2) 


cr 
' 

t 

c 
‘ 


nd it also specifically relates 


to services to which it is our position this expense schedule 
applies. 

There has been a new theory introduced into the 
case, at least, certainly, new tc me, within the last few 
days, with respect to whether or not the exvense schedule 
in the '71 contract applies to retainers paid under the 
second contract. I must say I don't even see how they 
are related, but nonetheless this is tne position that 1s 
taken. 

Now, all of these issues, it seems to me, « e 
into the case only it this so-called second contract is 
involved, and this is why I think I took the position 


earlier that I did that some resolution of that as 


got to be made before we march on with the trial of this 


ry 
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case. 

MR. HELLERSTEIN: Your Honor, let me say this: 
We made a motion before you which was heard by Judge 
Ward and continued by you because we were concerned about 
the negotiations that were going on between Satra and IBM 
and we wanted to be part of those negotiations to guarantee 
against the possibility. We were excluded, weren't even 
given notic2. We were given the contract as it was given 
to us. And that is the first time we saw it; it was a | 
completcd document. 

There is no proof that is possible with respect 
to what the parties had in mind with respect to that 
document. We take that document as it is and we might 
not apply it as the Court and jury sees fit in terms of 
the overall arrangements that wero constructed by t! 


parties in 1971. 


| 


| 


Now, there are two forms of payments in the 1973 
agreement. One is a flat $16,000-some odd payment per month 
not contingent on anything. 

The second is a $9,000-some odd payment which is 
Jabeled "advance against commissions." Now, the original 
document had a retainer arrangement in it. The retainer 
was chargeable against future commissions. 


The proof will show that the parties had in mind 
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substantial possibilities of substantial retainers, and 
that these were to be advanced. 

THE COURT: You mear Dr. Stern and Satra? 

MR. HELLERSTEIN: Yes, originally in 1971, and 
that this is the closest analogy possible to what happens 
in 1973. And under that analogy, and the force of the 
analogy, Dr. Stern is entitled to half the payments as 
they are made; in the same form as he would if the retainer 
had been paid end partly was paid to him in 1971. 

THE COURT: “Well, let me say I think that <- 

MR. HELLERSTEIN: I might say, your Honor, that 
its’ really a question of law once the facts cove in on 
the 1 ‘lying arrangement in 1971. 

THE COURT: But the question is who is to decide 
that question of law? 

MR. HELLERSTEIN: This is why I raised the 
original point, because it's not clear in my mind just haw 
this thing will go, and I think we'll have to attack it 
as we go along. 

If the jury is to decide some questions, I think 
the questions are rather limited on these kinds of problems 
and it may be that your Honor will want to use special 
questions. 


THE COURT: I am inclined to think that in a case 
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that is as much of a mixture of factual questions and legal 
questions as this one certainly is, special interrogatories 
or special verdicts for the jury may be a better way to 
proceed. 

What I would like to ask you, therefore, to do is 
to have available by tomorrow morning a list of the 
questions that you would like to have the jury -- that you 
believe that the jury should appropriately answer in this 
case, and of matters, if you wish, that the jury should 
not be called upon to answer, but that tne Court may have 
to determine. 

Now, I realize that to some extent that leaves 
us a little bit rudderless until I rule on those questions. 
I think that that is regrettable and it's too bad that those 
questions were not distilled down to their ersenco 
earlier, but we are where we are, and what I propose to 


do is to tell the jury that when it comes time for them 


to decide matters given to them, they may have put before 


them a list of specific questions to answer rather than a 


general proposition; and that it is possible that some of 


what they hear during the course of the trial may go somewha 


beyond those specific questions, but, if so, it is for 
background for them, and I will be very glad to entertain 


further instructions to the jury at the time that I do 
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instruct them as to what facts, if any, are irrelevant 
to their determination of the ultimate questions put 
before them. I don't think we can tailor this thing cown 
to a fare-thee-well at this point. It's complicated 
and difficult; I did invite a non-jury trial at an earlier 
time. I am not at all disappointed that the defendant 
decided they preferred a jury trial but it's just the nature 
of the case that makes it a little tricky; and that is the 
path that I believe will be the most constructive. 

well, your Honor, just a couple of 


things I'd like to raise. 
THk COURT: Surely. 


MR. HILL: Because we don't have a pretrial order 


in this case and because I think at least several of the 


witnesses are in contro net Caters —~-a-l th-rn elinwr a+ 


several sort of lost bodies wandering around, I bina if 
it would be possible for the plaintiff to tell us who he 
proposes to calj and in what order, so that we can prepare 
ourselves. 

THE COURT: Yes, I do ask him to do that. 

MR. HELLERSTEIN: Dr. Stern will be our only live 
witness on the direct cast. We may have others on redirect 
but Dr. Stern will be -- 


THE COURT: You mean on rebuttal when you say 


to 
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redirect? 

MR. HELLERSTEIN: Yes, your Honor. 

MR. HILL: Fine, your g#onor. 

THE COURT: Very good. All right. 

(In open court; jury present.) 

THE COURT: Ladies and gentlemen, since so few 
of you, as I recall, have served on juries before, let me 


give you a brief description of what to expect during the 


course of the trial. 

The case will open by a statement or the attorneys 
on both sides; as to what, in the case of the plaintiff, 
he expects to prove, and what, in the case of the defendant, 
it expects either to prove or disprove. 

Now, neither those statements nor statements made 
by the attornevs or mvself dAavrineg the course of ¢t! 
constitute any evidence, and the case can only be decided 


on the basis of evidence. As I mentioned earlier this 


morning, the evidence will consist of the testimony of 


the witnesses that you will hear from the witness box and 


from documents or other exhibits put before you, an 

from facts that are agreed to. After the opening statements 
are concluded, then Dr. Stern's witnesses will be called, 
and his attorney will question the witness in the first 


instance, and the other side will cross-examine. 
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entitled to a certain commission or certain retainers for 
giving consultation advice. Whatever Satra would get, 

Dr. Stern would get half. That was the deal they made -- 
that was one proposal. That proposal didn't require 

Satra to lay out a cent. It didn't have to pay any salary 
to Dr. Stern. Both parties went in at risk, as it were. 
If the deal between IBM and Satra came to fruition, it would 
be profitable. If it didn't come to fruition, the both 


parties could go their separate ways, nobody would have lost 


The other proposa) that was advanced by Satra 
to Dr. Stern, also embodicd in this document, was something 
different. Satra, in effect, announced that it would lay 
out some money, $6,250 per month for six months; and a 
lesser percentaqde would aco to Or. Stern, 39 nersont rather 
than 50 percent; and there are various otuer explanations 
about this document that I needn't get into at this time 
because it will get a little complicated, and you will 
understand as it comes through at the trial. The important 
thing that I want you to remember, and you will remember 
it if it will become a part of the testimony, is that Dr. 
Stern chose the 50-50 arrangement; and that was what Mr. 
Oztemel said he wanted also. They were partners, in ef’ect. 


The document labels it a joint venture, but they were 
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25 
partners. They were sahring. If Satra would get money 
from IBM, if IBM made an agreement with Satra, they would 
share; and they continued to work at getting the agreament 
with IBM. 

On September 22nd, success; and you will see, it 
wiil be introduced into evidence, a document which is 
called "Consultant and Financial Representation Agreement" 


between Satra Corp. and IBM World Trade Corp.; September 22, | 


aSii. 

The document 1s signed, and under this document 
Satra get 3-1/2 percent of data processing equipment that 
IBM sells to Russia. 

Data processing equipment are these giga: cic . 4 
computers that you have heard about, read about, and some j 
have seen. 

Satra was to get 3-1/2 percent, and a retainer of | 
$50,000, and Dr. Stern was to share in half of it under 
that agreement. 

Now testimony will go as to how this was elab- 
orated on, that there was also an agreement for office 
equipment, that gave a certain percent commission, the two 
would have amounted to a 4 percent commission, so in effect 
Dr. Stern was to get 2 percent and Satra was to get 2 


percent. 
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a party will advance fo: iat we think is a plain reneging. 
They contend that the reason they call this contract 
invalid, not enforceable, is because Dr. Stern was supposed 
to do something and didn't do it. 

Well, together we will search this document out 
and find out what Dr. Stern had to do beyond helping to 
introduce the parties together; and we will urge you that 
there was nothing more that he had to do and, in fact, we 
will introduce admissions by Mr. Oztemel himself that will 
Say just as much. 

Then they give another reasor +- the defendants 
do -- as to why this document is not valid and not 
enforceable; and they say that Dr. Stern committed fraud. 
That is a fancy way of saying he lied, he cheated, But 
that is the contention: and you jurv will decide whether 
Dr. Stern lied and cheated, defrauded, or whether these are 
put-up reasons for a plain reneging, 

They claim that Dr. Stern made five false 
respresentations, as they call it. They said that Dr. 
Stern told Satra that he was influential with IBM; and 
that he cculd help convince IBM to enter into the Russian 
market. They say that Dr. Stern helped persuade IBM 
to use Satra Corp. and that he represented that he would 
do that and in fact he represented to Satra, they claim, 


that IBM wouldn't use Satra unless Dr, Stern was a part 
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was labeled $50,000 which was to be very modest in terms of 


the overall contract, and these were to be charged against 


resulted, according to percentages, then there would be 


4 fugure commission. 
5 Now, these words are very important. They will 
6 become more important now and I don't really expect that 
7 you will have a complete perspective to digest all this wie 
8 mation at this time. But suffice it to say that under | 
g this agreement, as we will urge to you, if something was | 
10 | labled an advance against future sihaebibi: it was to | 
ll be considered as a retainer anc no expenses were to be 

| 
12 | deducted from it. 
13 I} If it was to be a commission payable as sales 
«| 


5 | the schedule of expense deducted. These will be the subject 


16 of further claheration ant further inetruction as the ere 

7 goes along. But there will be some proof about this 

18 and I want to alert you about this point so that you would 

19 understand the proof. 

DD It's improtant to get back into the basic 

21 | situation, the basic problem. It really is a moral problem. 

f 2 Whether this is a valid and enforceable contract, entitled | 

23 to be enforced; whether Dr. Stern was a lair and a cheat; | 

” whether Setra Corporation is plainly reneging -- that is | 

B the question. That is the basic question of the case. 
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THE COURT: Yes, Mr. Hellerstein. 
MR. HELLERSTEIN: Dr. Stern, would you take 


the stand. 


MARVIN STERN, called as a witness, 
being first duly sworn, was examined and testified 


as follows: 


THE CLERK: May I nave you name, please? 

THE WITNESS: My name is Marvin Svere. 

Tuc CLLR: B~E-e-F°N. 

THE WITNESS: Taat's right. 

TUL COURT: iir. Hellerstein, all I can -=- any 


procedure you wish to follow is satgsfectory with me. 
Tne room is very poorly designed and fortunately we 
will only oe here for another half xour or 30. 

MR. HELLERSTEIW: I'11 take the security of 
the counsel taole, vour Honor. 

THE COURY?: All right. 
DIRECT EXAMINATION 


BY MR. HELLERS?EIN: 


Q Dr. Stern, where do you live? 

A I live in Los Angeles,California. 

Q I notice you have a stammer. 

A Yes, I'll ease up after a while. I'm sorry. 
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Is that something that you've had for some 


A Yes, I've nad it all my life. 
5 Q Now, I'd like first to go into, generally 
6 your background. 
7 Where were you educated? 
8 A I got a bachelor's degree in engineering here 
9 at CCNY; I got a master of sciences at New York University; 
10 and a doctorate in mathematics at New York ntvesetey: 
ll | 2 Wiat year vas it waecn you received your doctorate?) 
2 A The doctorate was in 1954. 
13 Tilk COURT: Iaere did you say you received 
M your doctorate? 
5 THE WITNESS: Here at New York University in 
16 1954. 
| 
17 Q ould you state generally your employment | 
18 after 1954? 
19 A Yes. I aad ween working tiougu, from 1954 | 
2» on. After I got my bachelor's. But from 1954 on, I 
21 worked for avout six years, coming up from tne conve 
2 division of General Dynamics up into the corporate 
A) office. That I spent a hitch in the government. 
| Q When was that? 
rs) 1960 through 1962. 


0 
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Q | Between 1960 and 1972, what position in the 
government did you occupy? 

A 3 became the deputy director of the defense, 
researcn and engineering in the office of the Secretary 
of Defense, 

Q How many steps were you removed from the 
Secretary of Defense? 

A That's a little complicated. I was actually 
one removed. But I was borrowed oy hin to oonth for aim 
directly. 

THE COURT: Secretary Mciamara? 

THE WITNESS: That's rigut. At leasg half 
my time. o 

Q After 1962, generally what kind of work did 
vou do, wnat kinds of occunations did vou have? 

A I was vice-president ef research and engineer- 
ing at Jjorth American Aviation which is a counle billion 
dollar a year firm. 

Then I became a director of General Precision 
Corporation. I was vresident of one of its divisions 
that had to be turned around. Somewhere's I was vice- 
president of the Rand Corporation. I nad some venture 
cavital and management consulting. 


Q In the course of your management consulting, 
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did you nappen to do any consulting for the defendant 
the Satra Corporation? 

A Yes. 

Q When was that; when did it begin? 

A Informally it began December 1970 or January 
1971 and it became more formal in about April 1971. 


Q For what purpose did Satra Corporation tell 


you that they engaged you? 


- 


and Mr. James Giffen, who was an officer of Satra. 


THE COURT: Would you refer to a specific 
person instead of talking avout a corporation? | 
Q Who was it in Satra Corporation that engaged | 
you? | 
4 It was actually a combination of Mr. Ara Oztemel | 
| 


The reason I was enaaned, if that's vour cuestion? 
Q Yes, what did they tell you they engaged you 
for? 
A They were working with Mack Truck in an effort 


to get them together with the Rusians on the design and 
equipment for Kama River Truck Plant. At tne time 

was engaged, I was advised by them that the United 
States government through the Department of Commerce, 
had said that the U.S. wouldn't allow, U.S. firms to 


assist the Russians in a poroject like that. 
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Q Before we get into what you did, as a con- 
sultant for Satra Corporation, let's just sketch in 
for the jury, some of these terms we have been using. 

You use the reference to Kama River priject. 

A Yes, sir. 

Q Tell the jury what you understood that to 
mean. 

A Tr ssians wanted to build a plant. It 
Aappened to be at the Kama River. That's all. The 
pint was to turn out trucks. A lot of tuem. Tae single 
plant they wanted to design was going to turn out’ more 
trucks than all of tie truck manufacturing canazility 
here in the U.S. 

Q You've mentioned Mack Truck. Was this company 
honreful of selling trucks or building a nrlant at tac 
Kama River? 

A Yes. 

Q Building a plant, a truck plant? 

A Basically the design of the plant and getting 
together the equipment for the plant and selling the 
equipment to the Russians. 

Q Now, is it required that the United States 
government give some expression of anproval to nis kind 


of an arrangement? 


2 
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C A Yes, it is. 


How does it manifest that kind of approval, 


a 
KG 


ay * ag you understood it? 
5 a It it's a very simple thing like shoes, you 


6 leak in a book and you see that you are allowed to sell 


= 


If it's something like the plant, 


7 shoes to the Russians. 
8 there has not been a policy to Allow such things before, 
9 so almost autihomatically the answer is no, you cannot, 
10 You may then go through hearings - discussions 
ll to see wiether or not an exaeption can be made. 

eae WO a ' Q Now, describe for the jury, generally the 


you nad as a consultant for satra during 


3 kind of worx that 

4 that period of time. ° 

b A You mean on this particular project? 

16 a) Yos. 

7 A Well, actually tne reason I agreed to »econe 


a consultant is, I first informally made some inquiries 


I felt that the U.S. government was 


19 in Washington. 
a beginning to consider the possibility of detente between 
21 U.S. and Soviets. In such consideration, they were exam- 


ining actively the role of expansion of trade. 


I then got actively involved. Since it was 


a policy that was in the process of being evolved, it 


included many agencies of the government. Sol would 
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arrange for and participate in meetings with a couple of 
assistant Secretaries of Defense, with an assistant 
Secretary of State and assistant Secretary of Commerce, 
a couple of them; with the chaiman of the export-import 
bank; with the special assistant to the president on 
international economic affairs; with some of tne staff 
of the national security ccunsel; with the staffs. of 
many of the congressmen involved and with some of the 


congressmen and senators, especially since I had pegun 


to interact witi some very high level Russians and witi 


involved in tie nlant. 


Q On whose behalf did you engage in these 
activities? 

A These were done for Satra. ‘hat I would ao = 
would ve -- 

Q Let me ask you this -- 

A I'm sorry. Go anead. 

Q You say you did these activities on behalf of 
Satra. 

A Yes. 

Q What was, as you understood it, Satra's role 


to be in this whole activity? 


A If, in fact, the U.S. was going to allow 


10 


ll 


between U.S. firms and the Russians. They would assist 
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projects such as this, then Satra hoped to be able to 


represent those U.S. firms who would be doing business 


with the Russians and thereby would earn their fees. 
Q What kinds of services did Satra hold itself 
out as being able to do in respect to the activities 
that you were engaged in? 
A I'm not sure if I understand. 
You mean I was engaged in? 
Q Let me put the question again. 
What activities were Gatra sunposed to do? 
A All right. They were getting together U.S. 


firms with tne Russians. They would assist in negotiations 


in facilitating the making of commercial arrangements 


which might also involve them havina to do financing 


' 


oy way of warters or wnat have’ you. 


a 


Q I want to ask you about this term you just 
used because it will come up again. 
You said financing and barters; will you explain 
to the jury what is meant here. 
A The Russians make an effort to plan. In the 
plan they hope for a balanced trade. So if there's an 
element in the plan whica has already accounted for the 


balance in the trade, then if they would »uy against that 
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| 


3 | . In not, they would have to generate Western 


element, they would exnect to be able to pay in cash. 


‘a 4 cash. The way they would have to do that, would ve to 
5 gell some products of their own. They could do it 
6 either directly or indirectly. Usually they would use 
7 the leverage of acnling with he who wants to sell to 
8 the Russians and trying to force him to take Russian 
9 commodities off of their hands. 
10 Q Was Satra involved in this kind of activity? 
ll A Yes. 
Q How were they involved? 
A They would relieve the U.S. firm of raving to 
eit ttt ea Nbes sell the --. turnips . They would take that and sell 
15 it elsewhere, so that the U.S. firm would receive cash. 
16 Q In other words, if Russia wanted to vay in 
7 turnips, you used that as an illustration, it would be 
timber, magnese, anythina else. 
19 A Yes. 
a Q If Russia wanted to pay in that, Satra would 
et take it sell it elsewhere and pay the company in the 
fae 2 United States for whom they were consulting? 
| 3 A Yes. 
a Q Was it part of your consultation for Jatra, that 
3 


you introduced Satra to possiole clients in America, 
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by clients I mean companies that were interested to do 


business with Russia. 


A I'm not sure I understand waat you mean wnen | 
you say was it part of * consultation? | 

Q Was it part of what you were engaged for? | 

A No. 

Q Did younevertheless introduce Satra to some 


companies? 


A I did. 

9 Name some, please? 

A I introduced them to Gould Industries. 
Q Gould Industries? 

A Yes, they make batteries and electronic 


instruments, things like that. 
i introduced them to Bovina Comnany. 
Q Taat's the company tnat maxes tne 747 and 707's? 
A That's right. 
I introduced them to Cerro, which is a major 


copper mining firm. 


Q C-e-r-r-0? 
A Yes. 
Q That's a company that mines copper and sells 


the copner alike? 


A Yes. I introduced them to Stromberg-Carlson 
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and General Dynamics. And I introduced them to IBil. 


Q 


Leaving IBM aside, did any of these intro- 


ductions lead into deals between Satra and any of these 


companies that you know of? 


A 


Q 


A 


You mean in finalized deals? 
Yes. 


I'm unaware of it. I don't have that informa- 


tion, so I can't answer. 


Q 


~ 


All right, we'll leave IBM for separate treat- 


ment as we go along in tie testimony. 


Q 


Did there come a time when you or anyone in 


the Satra organization discussed a financial arrangement 


A 


‘i ' -¢that would involve these introductions to companies? 


Yes. 

lita waom did you aave suena a discussion? 
With Ara Oztemel. 

When? 

Gan I have my calendar? 


THE COURT: What is his position at Satra, 


so the jury can understand. 


Q 


at Satra? 


A 


MR. HELLERSTEIN: Yes. 


You mentioned Ara Oztemel, what is his position 


He owns between 70 and 80 nercent of the stock, 
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I believe. He's either chairman of the board of president, 


what have you. 


Q He's the principal of the company? 

A He's the principal. 

Q The major actor? 

A Yes. 

Q In the whole course of your activity with Satra 


Corporation, was he tne boss? 

‘A Yes. 

Y All rigit. 

Now, I give you what has yeen marked as Plain- 
tiff's Lxhibit Wo. SSS; would you identify that document 
for the jury and Judge? 

A I am in the habit of carrying a calendar, on 
waieh I make mv anvointments. This is the one from the 
year 1971, which for some reason or otner nas veen stapled. 
May I onen it? 

Q Yes. is it your napit to be precise, Dr. 

Stern? 

MR. HILL: I'm going to object to tat. 

THE COURT: Ask him if he makes tne entries at 
or avout the time that the events occur. 


Q With respect to the entries within that docu- 


ment, Mr. Stern, when did you make them? 
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A Well, I would hope it is 80 percent accurate. 
Q I didn't ask you avout the accuracy. 


When was it, did you make the entries on 
there after the event or at the time of the event? 
A Usually, I would make them before the event. 
THE COURT: In other words, when you made a 
date you put it down in the pook? 
THE WITNESS: Usually. 


THE COURT: Otherwise what did you do? 


~ 


TUL WITHDCSS: On rare occasions, I would note 


something a day or two after to make sure I remember for 


expense reasons. 
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2 We are talking about entries then that you put 


| 
] 
| 
down at the time or within a short time afterwards? 
A Yes. 
5 Q All right. Now, using that to refresa your 
6 recollection, tie question was when you had this first 
7 discussion with Ara Oztemel concerning the topic of some 
8 arrangement for yourself in connection with companies 
p 
] 
9 | that you introduced Satra to. | 
> 
10 THE COURT: Does that refresh your recollection | 
ll i] as to wnat tii late 19S? 
12 THE WITNESS: Generally. I had a dinner meeting | 
| 
13 on the evenin f the 19th. 
14 THE COURT: That is 1971, right? | 
15 THE WITNESS: 1971, that's right. 
16 Q Where was the meetina? 
| 
17 | A Ir. Oztemel, :1iss Van Stavern and I walked up | 
18 On tie last Side and he nicked a restaurant. I don't | 
| 
| 
19 know. 
20 Q Who was Miss Van Stavern? 
21 A Sne was his executive secretary. I welis 
22 worked with or for him ever since the corporation be jan. 
ne 
, 23 Q Did the three of you have dinner together? 
2 A Yes, we did. 
3 Q During the dinner, did you nave a discussion 
. f é 
‘ 
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about the subject I asked you the last question, namely 


the possible arrangement for yourself? 


A Yes. 

Q Would you tell the jury what was discussed in 
substance? 

A There had been an allusion to the difficult, 


in making an arrangement whereby I could join t 2 company 


aS @ regular employee. We were searching for alternatg 
Ways Sy which we could work together. 

Q Would you tell the jury what the people at the 
meeting, you, lir. Oztemel, Miss Van Stavern said about 
those ways? 

A Well, I said -- we were having such difficulty 
in finding a suitable arrangement, I said, "You know if 
T finance myself, I would vrork rit; YOu as a nure joint 
venture," namely I'd oe independent of Satra, I would 
aelp to search for the kind of commanies in the tecnnology 
related fields wiere one might hope to do business be- 
tween them and the Russians, and we would work on that 
together. 

Q You said joint venture. 

A That's right. 


Q What would you share? 


A We would share as equal partners. In fact 


’ 
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the word partnership was used. 

Q In what woulda you snare? 

A In all the profits that we would make from 


the activity of such potential clients in doing business 
with the Russians. 

Q Was there anything discussed about payments of 
money to you? 

A Oh, yes. The issue was I could not or I at 
the time did not want to make an offer of us operating 
as joint ventures since I was concerned avout veing able 
to finance my half of the effort, namely, the expenses 
I would need for travel and to -- some kind of a salary 
so I might be able to support my family. 

Q Did you express that concern to Mr, Oztemel 


at the meetino? 


A Yes. 

Q Did iir. Oztemel answer you? 

A Yes. 

Q What did he say in substance? 

A He immediately responded, if the only + q 


that was inhibiting the possibisity of this kind of 
relationship between us, which he thoucit would solve his 
internal organizational and management problems, he 


thought that this partnership arrangement whereby I am 
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outside of the comnany and we worked together as equals, 
would be a wonderful solution, and if the only thing 
that is standin, in the way was that I needed a fee to 
cover my Salary and my expenses, hell, he said, he will 
cover that. 

Q Were any amounts discussed? 

A No specific amounts were discussed. We 
generally nad an understanding of the kind of expenses 
but no specific amounts were discussed for my travel and 
salary. 

Q At the end of the meetir , was anyone supposed 
to put any of this in writing? 

A He said, "Look, we really have an answer.” 

Why don't I write it up and oresent it to him. 

Q Wao is I, aere, ‘ir. Oztamel or :7ou? 

A All right, Mr. Oztemel said tiat we have an 
answer to the vroblem, and that Marvin Stern should write 
it up and we would go over it and have an agreement. 

THE COURT: Dr. Stern, I understood that lr. 
Oztemel said that “We have an answer and it siould ve 
written up." 

Did he say you should write it up or he should? 


A He said I should write it up. 


THE COURT: I think it would be a good noint 
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at which *o quit for lunch. 

Ladies and gentlemen, you are excused at this 
time to return to Room 1105. We will start again at 
2:00 o'clock. Please be prompt. Please don't discuss 
the case among yourselves or with anybody else until it 
is all finished and you get in the jury room because you 
might do injustice to one of the parties going off before 
you have heard the whole story. 


(Luncheon recess) 
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AFTERNOON SESSION 
2:00 p.m, 
(In open court; jury present.) 
MARVIN STERN, resumed. 
DIRECT EXAMINATION CONTINUED 
BY MR. HELLERSTEIN: 
Q Dr. Stern, before the luncheon recess you 
mentioned a number of companies that you had introduced 


Satra to; and I thint you testified that, to your k” wledge, | 
none except Ibi! had me to rtruition. 
Did you receive any compensation whatever from 


itra Corvor ie raspoct t rv cf those ir 


ductions, leaving aside IBM? 


A No. 
9 We left ff at the luncheon break follovina tke 
discussion of the dinner meeting that you had with iliss Van 


Stavern and Mr. Oztemel. Following the meeting, did anyone 
undertake to write up what had been discussed at the meeting? 
A Yes. I wrote up my understanding of what we 
had agreed upon. 
Q Wit! respect to that discussion, had you focused 
on any particular companies chat would be covered by this 


memorandum or this write-up? 


A No. The understanding that we had agreed upon 


#8 
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and the write-up pertained in general to technology-related | 
U.S. firms. 

Q I show you what has been marked Cxhibit A. I ask 
you if you can identify that document. 

A Yes. 

Q What is it? 

A The typed document is what I prepared as my under- 
standing of what we had agreed upon the night before. 

Q What did you do with that ree me 

A After I wrote it, I tnen showed it to Miss Van 


Stavern to get her concurrence if it was in fact what had 


been agreed upon tne night befor: | 
Q Did you show it to her? | 
A Yes, I did; and she read it over and said yes, this 

is what was agreed unon the night before. 
Q Did you use anything to get to the form af ‘his 

document? | 
A Yes. I asked around the Satra offices whether | 


there were agreements such as the one I had discussed with 
Mr. Oztemel. 


Q Did anybody give you anything? 


A One of the members of the staff showed me an agree: 
ment thai Oztemel had signed with another individual in a 


joint venture relationship very similar to the one that he 


ee 
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THE COURT: All right. It's received without 
objection. 

(Plaintiff's Exhibit A is received in evidence.) 

MR. HELLERSTEIN: May I distribute copies to the 
jury, your Honor? 

THE COURT: Yes, you may. 

(Copies were distributed to the jurors.) 

Q Now, Dr. Stern, with respect to Paragraph 2 of 
Exhibit A, was there any further dtendndliie te this time 
of sharing equally in the benefits to be derived from 
your efforts? 

MR. HILL: mxcuse me, your HOnor, the reference 
to"this time," I wonder if we could have that clarified. 
~ MR. HELLERSTEIN: Surely. 
TRE COURT: Would vou, Mr. Nellerstein? 

Q When was it that you gave this document to Miss 
Van Stavern and to Mr. Oztemel? 

A I would guess I gave it to Miss Van Stavern 
August the llth, and to Mr. Oztemel either the llth or 
the day after that. I'm not absolutely sure. 

When you say "this document,” the documents 
I gave to each of them was this document without the 
handwriting on it. 


Q You said you ",uessed." Is that your best 
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2 recollection? 
3 A Yes, it is. I*m sorry. 
(~ 4 THE COURT: Then you put the handwriting on it 

5 on August 12th or 13th, is that right, and wrote the date 

' 6 on top? 

: 7 THE WITNESS: That's right. 
8 Q Dr. Stern, the question was whether at around this 


time August 10th through 13th, was there any discussion 


- 


further concerning sharing equally in the benefits Satra 


was to derive from your efforts? 
A No, thers was not. 
Q Was there any further discussion as to tne amount 


ventas wien of expenses thet would be filled in the box on Line 3 of 


this document, Paragraph 3 of this document? 


THE COURT: 
Would you 
Reporter? 
(Question 


No, there was not. 


c MR. HILL: Excuse me. T don't mean to interrupt, 
but that provision in Paragraph 3 does not refer to expenses 


at all by its terms. 
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THE COURT: I take it what you mean, Ilir. 
Hellerstein, was there any further discussion about the 
amount that was to go in the blank in Paragraph 3? 

MR. HELLERSTEIN: That is'’a much better way of 
putting an inartfully drawn question. 

MR. HILL: I think it's much more specific than 
that. The language refers to fee. It does not refer to 


expenses. 


THE COURT: I will point out to the jury that 
the blank there does noc, at least by its terms,unless 
there is some other explanation, indicate that it relat:2s 
to expenses, and the question stiould be whether there was 
any further discussion about the amount to be inserted 


in thas blank. 


ta 


MR. HELLERSTEIN: Let me put this acain. 
think Mr. Hill and your Honor are both correct in that. 
Q Was Paragraph 3 involving a question of fees? 
A Paragraph 3 says until a certain time my expenses 
and a fee to me, which was to be worked out, will be paid 
by Satra. 
Q And was there any definition in amount of the fee 
that you would be receiving per month at this time? 
A That had not been resolved at that time. 


Was the cut-off point in terms of date agreed to 
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at that int in time? 
A It had not been resolved at that time yet. 
Q Now you said that you gave this document to 
Miss Van Stavern and to Mr. Oztemel. What happened next? 
A Miss Van Stavern had agreed it represented our 
understanding of the night before, so I then showed the 
document to Mr. Oztemel. He read it. i@ said, "Yes, 
this is what we agreed upon the night before,'he would like 


to take the time to study the 


one 1t without Jld like to Cide or Me 
offers o1 hat e-you on the amounts to be put in the 
blanks. 

Q And did there come a time when he replied to you 
concerning this document or any of the blanks in the 
document? 

Wnen is a 
you are consulting your diary, Exhibit AAA for 


identification? 


A In the middle of the 


day of August 2: 


Take lopm 
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1at happened with resnect to your conversa- 


with Mr. Oztemel and this document Exhibit A on 


gust 24? This is 1971, Dr. Stern. 


tne 


this 


nto 


A That's right. We had veen overseas since 
middle of August until just before August 24th and 
was the first meeting we had. 


I asked him about entering ouf un¢ 


© 


rstanding 


an agreement, a legal agreement. 


He sail that he had discussed this document 


th em or = executive committee; and they 
not aqree that he should nave entered into such an 
ement with me. 

Q id he say anything further or did you say 


anything further at that time? 


dis 


said we should discuss this with himself 
bers of the executive committee. 
$ Was such a discussion had? 
A Yes, there was. 
When was that discussion? 
A Tnat was immediately thereafter Lani , te 


rnoon of August 24th. 


Q Would you tell the Cour y what 
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} . - 
2 HW It was in Ara Oztemel's office. 
3 fi Q Who else was present? 
i] 
| 5 ; 
4 | A It was Mr. Oztemel, Mr. Hanno Mott, his attorney. 
5 Q Is that the gentleman at the far left? 
6 | A That is, I believe, Mr. Bill NMermann, I am 
a not absolutely sure of this one but I believe Mr. Hermann 
i Was at that meeting. He is nis outside accountant. 
J lir. Schloss, who is the treasurer, and perhaps 
10 | iiss Van Stavern although she may nave just walked in 
| m | 
ll and out. | 
| 
12 Q Would you tell the Court and jury the substance 
13 |} of the discussion tiat was had at tiie meeting identify- 
| 
| | 
14 | ing as best you can who said what. | 
| | 
15 | A Well, upon walking into a meeting like that, | 
16 | and being notified we were going to discuss a re-negotiation 
| 
17 »f agreement that I thought I hnad, I said well, wny | 
| 
18 | don't I set a lawyer. 
i | 
| 
19 | THE COURT: Just a minute. Mr. Hill? | 
| 
wD | UR. HILL: Your Honor, I don't mean to inter- 
| 
21 | rupt Dr. Stern and I don't think I did, it 
| } 
ya ! that the entire answer up until where Dr. Stern , 
| 
i | 
23 “IT said" ought to be stricken. 
a THE COURT: All riant, ri str] the 
2 answer. 
} | 
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Ladies and gentlemen, you are only concerned 


with what haprened, not with what br. Stern was thinking. 


@) Der. Stern, aS best you can, could you leave 

out the nrocesses of your internal thinking, and say 

what you said and what they said to you. 
A I said, “You have your lawyer, your accountant. 
on't I get a lawyer also,” 


sic 


ie said, “You don't need a lawyer." 


Oztemel. 


lie said you don’t need a lawyer? 


A That's right. 

2 Wiat did you say? 

A I shruqaed. I mean I just -~- all right. There 
then -- 


"HE COURT: In other words, you acquiesced, 


is that rignt? 


THE WITNESS: Yes, that's right. That's 


rignt ° 
Q After your acquiescing, what more was said? 
A They then proceeded to discuss the following: 


Mr. Oztemel said that he's always open to a partnership, 


nure 50/50 agreement. 


9) tir. Oztemel was referring to himself? 
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1at's right. 


All right. 


However, as a result of discussions with his 


executive committee, he now felt if he were to finance 


be entitled to more than just 50/50 share. 


6 me, namely, cover my expenses and fee for salary, he would | 
Did he elaborate on what he meant by more than 


9 a 50/50 share? 

10 A Yes, there was quite a discussion and they 

11 finally got spec {| 

12 What l they say? 

13 || A I said they would ve willing to draw up a 

14 general 

15 || THE COURT: Can you attribute this statement 

16 to me one or more of the pneonle there. 

i | [ix WITNESS: I am sorry, yes. 

18 |} [ic COURT: Dr. Stern? | 
| | 

19 | THE WITW Basically the executive committee | 


y. 1) was in an advisory role to Mr. Oztemel. lle was the one 
21 io made the statements. 

iii COURT: All riqit and what 
then? 


2) You are relating now what , zte 
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) Yes 
i Q Please continue. 
Ba” 4 A Mr. Oztemel said “There is always available a 
| eo 
pure 50/50 partnership but I don't finance you. If I 
6 | am to finance you" -- we were discussing arranging of 
i} 
7 financing and the decision was made that I would we 
5 financed for one year at tne rate of $7500 a monta for 
all my expenses, traveling, entertaining, you know, and 
10 salary for myself, and an apartment in Wew York. ‘nat 
| 
| . ‘ 
ll there would be a qeneral agreement which would hold for 
2 | several comnanies that we would have worked together 
13 on in representing vis-a-vis Soviets. 
14 As a snecific examnle, in addition to a general 
1 | covering agreement, there were two specific comnanies 
oa 
15 we had alreayd bequn discussions with. One was IBM, 
17 | the other was Stromberg-Carlson. 
18 || For those he said that a share of them, because 
| . P : ’ 
19 | of my being financed, that sharing would be -- I would 
2D jet 25 nercent of the revenues, and Satra would be 7 
21 | mercent. I think. 
2 | ) I think you mentioned vefore out t the risk 
f —_ 
>’ B , ‘ ; s 
of repetition was there a discussion of you 
2A | received per month to take care of lary an :xpenses. 
s | 


THE COURT: i think DOr. Stern aid $75 a month. 


————— 
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A That's rignt. 
Q So in other words, Mr. Oztemel was telling 


you that as to IBM and Stromberq-Carlson the division 
of sharing would be 75 percent for him 25 percent for 
you, and you would be paid $7500 a month? 

A That's right. 

a) that is $90,000 a year? 

A Yes. 

¢) Was anything more said at this meeting that 
you recall? 

A tT was asked to consider the two alternatives, 
the 50/50 one whereby I get no financing, and the one we 
have just digcussed, I was asked to see if I could get 
independent financing so that I could accept the 50/50 


one, because Mr. Oztemel would rather not have to finance 


Q Did ne say that to you? 
A Yes, he did. Ne said it would be easier for 


him if they did not have to advance me a year at $7500 


a month. 

2 Wnat did v a say to that? 

A I said I am going back to California. I will 
discuss this with my family, and my friends; decide whether 
I can get indenendent financing, so I could take the 


(; 


tf 


uw 


6 


® & BS B 


136A 


7 Stern-direct 76-A 
20/50, or wuether I would accent a lower s.aare of revenues 


Hut be guarantees a one-year covering of expenses and 
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* You said that lr. Oztemel, state tnated that 
in preference you take the 50/50 sharing , did you state 
any preference as to him? 

a I said I really couldn't answer until I found 
out whether I was able to finance myself, instead of 


taking financing from him. I said I would explore it. 


Jas anything more said at this meeting tnat 


rou had aad 
A Not that I can recall. 
Was an 1@ supposed to write un what iad been 


discussed? 

A 1, of course. This understanding, iir. Oztemel, 
then directed iianro Mott to take this understanding and 
see that it was put into a document. 

C Mr. ilott was lir. Oztemel's lawyer? 

" rnaat's right. 

I suow you Exhibit B for identification, Dr. 
Stern. I ask you if you can identify it. 
A Yes. This is the document which would ve the 


cover document wierein I would receiv 


for a year; and addended to this would La 
gnarings of revenues, of companies on a ase. 
But in particular, there was the verwa f f tiiat relative 


to IBil and Stromberg, which we were a id i ively 
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n, I would get 25 percent ind he woul t tine 
75 vnercent. 
0 Was that relationship of 25 percent und 75 


nercent, under the option where he would be financing 
you and under the option of joint participation? 

A No. That's onlv where I w 11d received 

$7590 a month. In other words, the penaltv I would have 
to assume in return for accepting $7599 a month for 

the neriod of a vear, would he that my snar f revenues 


would qo down from 59, down to 250 


nn T jon't see anv reference to 


there testimony that there 1S a reference 
to that in the exhibit? 
9) Could you answer Judge Lasker's question? 


aN You are right. This exhibit was the cover 


for all ensuing agreements. 


THE COURT: What do you mean , a coves? 
THE WITNESS: Let me show vou specifically. 
Yes. If you notice in paragraph 


THE COURT: Yes. 


THE WITNESS: The sect ! that 


each comnanv -- and so on. 


THE COURT: Yes. 


\* 
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THE WITNESS: In other words, that merely 


pertained to the fact that thev were going 


That's all this savs. That's right. 


that Mr. Mott gave you on 


9 Is the document 


to finance. 


or about the date that this was written,August 25th? 


A Yes it is. 


MR. HELLERSTEIN: I offer it into evidence. 


THE COURT: Anv objection, Mr. Hill? | 
1ILL: No objection. 

THI r All riaght. Received in evidence. 

AR. | LERSTFIN: Mav I give it to the jury? 
couRT: Yes. Let them read it through. 


(Plaintiff's Fxhihbit B was received in 
evidence) 
(Pause) 
8) Nr. Stern, after you received this document 
from Mr. Mott what did vou do? 
A You mean specifically or bv action, I'm 
not sure I understand. 
Y What aid you do with respect to ‘ument? 
A I went to California, home, I ha 1 series 


of meetings with my family and frie: whether 


or with what difficulty I could ral: nen ent 


financing «nd to get advice on which e two options 


ie 
a 
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9 Nid there come a time when vou spoke with 
Mr. Oztemel and conveyed anv suaqestions, ideas, accept- 
ances or rejection to him? 

A Yes. I phoned him from mv home in California 
to his home in Greenwich or somewheres like that on 


Saturday the 28th of August, 1971. 


) What did you say to him and what did he say 
TO 
I said that for me to get independent 
financing woul raise additional complications, there- 
fore, I'd be advised to accept the alternative offered 
by this acreement, namely -- 
8) eferrina to Exhibit B, the document that 


was just ead by the jurv? 
. Yes, that's right. Namelv, I should u cept 

1 month for a vear and with relation to IBM and 

Strombera, although the offer had heen that I get 25 


percent, would he got for 30. 


He answered, "No, he wouldn't." 


"Well, you drive a hard bargain," but I accepted. We 
said another few words and decided to ak again on 
Sundav the 29th, to se2 if there re any loose ends. 


We spoke again hy phone from my nome in 


vu 
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Califo ia, to him home here. And ‘here were no loose 


ends. We had agreed that I would get $7599 a month for 
a year. I would receive the 25 nercent of the revenues, 
if we were able to get IBM and Stromberg as clients. 


And I would actively continue to search for other clients. 


9) Did Mr. Oztemel sav to you; in words or 
substance, I agree? 

A He said even stronger than that. 

@) As best vou can recall, what did he say? 

A Oh, something like "Let's hope we'll make 
a lot of monev together." You know, things like that. 
But he def itely agreed. That had heen done the day 
before. 

9) in the 7th? 

A That's right. 

9 What happened next with respect to this 


agreement and your relationshin with Satra? 

A I was hack in New York for a series of other 
meetings. And hefore I was able to get together with 
Mr. Oztemel on signing the aqreement that we had made --~ 
am I doing something wrong? 

THE COURT: No. 
A He looks like he wants to ob 


THE COURT: When he aet 
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m sorry. 


HILL: I'm just aiting, vour Honor. 


You are making me nervous. I'm sorry. 


THE COURT: You came back to New York? 
LAG is u 


THE WITNESS: I came to New York. Mr. Hanno 


, the in-house attorney for Satra, together with 
Rill Hermann, the outside accountant, to Satra, 
hom I believed to have heen memhers of the 
~ommittee, thev convened a meeting with me. 
HILL: Fxcuse me, your Honor. I wondered 
in fix a date. This refers to some period after 
rersation of the 29th. 
COURT: Within a day or two of that date. 
THE WITNESS: To the hest of my knowledge, 
was either very late on Monday the 39th or more 
| ri the morning of Tuesday, the 31st. All 
THE COURT: Where did you meet? 
8) Pre :2ed. 
A This was at the Satra offices. 
THE COURT: Just the three of vou? 
THE WITNESS: Yes. It was ino Mott's office. 
9) What did Mr. Mott, Te nn sav to vou 
what did vou say to them? 
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Mr. Mott and Mr. Hermann said that relative 
to this agreement that I had entered into with Mr. 


Oztemel, the exeuctive committee had discussed it and 


thev wanted to discuss with me, some minor modifications. 
O Nid they say what they meant hv minor modifi- 
cations? 
Yes. In particular they said the following: 
If Satra were to have IBM, Stromherg or any of these 
other companies under our agreement as clients; if and 
when the client would make certain sales to the Soviets, 
then obviously, then Satra would incur certain exnenses. 
hey felt it only reasonable that Satra 
should be reimbursed for those expenses associated with 
the sales and that should be entered as part of the 
aqreement. 
I said, hut we have an agreement, hut they | 


unted to discuss it. I then went on and I said, Well, 


if you are speaking now ahout the exnenses incurred hy 


Satra associated with the sales to the Soviet's, vou 


(11 be sneaking about actuals. You know, for t¢ 


saree to reimburse for actuals, I would have ¢ it 


your hooks. 
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2 Ihat did they say? 


3 | A Well, may I wait to see what's happe ng? 
! 
‘ i| ‘ 
-_ 4 | You just go ahead and answer the question. 
s g 


5 | You don't have to pay attention to fir Hii. Tf firs Wess 


~ 
3 
QO 
5 
-) 
4 
4 
rh 


he makes an objection, stop until 


HNermann say to you? 


| 
] i ™ - " 
10 | A I said, If I'm to be responsible for the actual 


| 
| 


| ° 1 7 
ll | expenses incurred, I'm going to have to audit the hooks.” 
| 
12 | The accountant and the attorney sald, 'Oh, no. 
13 || You're not g 1 to audit the books of Satra 


14 sj) ome iid, "Then what are you talking about?" 


it 
1 
15 || They said, “Well, in lieu of your auditing and 


16 | speaking about actual expenses, what we wanted to do was to 


17 | t an agreement with you beforehand on an expense reimburse 
\ 
18 || ment lule, the s¢hedule of reimbursement of expenses." 


19 | Then they said it would be a function of the revenues, rathe 


n | than actual expenses. 


In other words, they wantcd to agree Hel hand 
JI 


22 
— 2 | on a schedule. In fact, they showed ¢t ] in the 
2A 


numbers, expenses and revenues. ‘ ; they ffered 
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(Pause.) 
Now do you want me to show the actual numbers 
Or just the general chart? I can do either 
) You illustrate the discussion that you had with 
Mr. Ilermann and Mr. Mott. 


THE COURT: You might as well use the actual 


Then I'll do the actual numbers. That's what 
I asked. All right. 

If we were to plot here a total annual revenues, 
that is, the ney that would come in to us from clients. 
And we would plot there, total annual expenses to be 
reimbursed, these are in thousands of dollars. This number 
| is 250, five hundred, 750, one million, and I'll put two 
All right. 

And across here, I am now going to plot aqain, 


100,000, 200,000. The points on the columns were these, 
i 


I} namely, the representation was this. low the reason it 
| was annual -- let me to it in a counterway. If 1t were 
' 


not annual, then after awhile there's no addi n expense 


reimbursement. But at the beginnings, ire higher 
\| expense reimbursements. So they wanted thi lule to be 


reapplied annually. 


Cr: 


y, 


w 


10 


11 


12 


13 


14 


15 


16 


17 


18 


19 


21 


anew? 


a 


don't 


t ° 
funct 


That 


eacn \ 


‘ , 
S$ ra 


There wou 


| 


; whic 


revenucs -~- we 


additionally. 


suppose 


year 
1 


The way 


negated auditing 


“h w2 


in on 


there 1 


year 


year 


ther 


to }{ 
le 
’ +¢ 


again, we Ss 


expen 


ises 


words 


e year the 


we 


is 


you 


e dedu 


start 


new? 


start 


tart 
£ ict 
a 


se re 


to be 


ing, 


, they 


re iS 


cted 


anew. 


rues annually. 


they 


take 


he entire 


= 
3 
ao 


two columns 


schedule 


ainr.ually were 


, this wo 
-- and tl 
enses, 
jave 
rsement 
bursed 
jo reveni 
r€ Ww bey 


lies 


- they 


in to get 


get reimbursed 


f we understand this. 


income 


away 


c 
i 


an 


rom me and 


in the 


annual 


would 


148A 


J 


) 


6 
10 
1 


20 


—n 


9 


10 


ll 


13 


14 


15 


16 


17 


18 


25 


wor 
nu 
you 


ct 


Did 


1S 
wa Aa 
we ad 
sth 
ision 


rig 
in 


there 


complies. 
jccussed 
is 


i 
tn 
~ 


t ] Ini¢ rie 
t rf 
rinst r 
+} ara 

; 
the bla 
¢ 11 1 oe 
et's 
rn + 
Re 
oF 

‘ 

: ; a 
adr eement 


oes + 
ch 

t 1 

come a ¢t 

cr ? 


+ 

i+ 

4 
Ay 


rT ¢ 
¢ 
Lh 


san 


re wi 
= 

| : tai 
+t 


vl 


uw 


0 


13 


14 


15 


16 


17 


18 


19 


25 


bac 
wit 
on an 


reduced. 


ana 


tner =¢ 

COURT 

{E WITNES 

1 half-hour. 
t xecutive O 
é t ] | yo 

p Yes, ir 

ense r mDburs 
wanted to di 
0 a nth for the 
mod i ation, nam 
0 ) they want 
Wh jid you 
‘ I said, Who 


reement with 2ztemel in good faith. I think this 
ent he wants t live with I kn I I'm going 
é ng him this aft OO! J : 
further with you gu t ‘ t 


tern-dl t 90 

| 
me back 1n a ] 1X 
You told them tc é ick in a half- 

Oo, Sir t they came 
They i i t ! l 1ss1on 
mittee. 
' 

u that? 
nd in additi t ftantinag an agreement 
ement schedule, the xecutive | 


that the 


period of a year should be open to 


ed a further modification? 


I've entered into 


ssimony about 


liscussions between 


were @qolin 


t 
T I that the i i itt 
Mr. Mott and Mr. Herma ? 
P| i WITINE ; 1esS 
Jhere was the eecti 
Site St ( ar vhil ! ine ack fr 
‘ ; ‘ ‘ ’ act 


15 


16 


17 


18 


9 


21 


cr 


ce 


1] 


12 


13 


14 


16 


17 


I 5 

A 

( 

\ 
= Ce 
some OulLl 
: * 
sic a a 4 


said, “Loo 
, 
weeks ago 


so-called 
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jay it in words. 


I’m sorry. 


What he had said. 


lle said his executive committee wanted to discuss 


ications to the August 25t le nt, which 
on, and we'd better talk to them about e. 


id you say? 

By the time we got back to the Satra offices, I 
k, Ara, we had an agreement reached a couple of 
on August 10th. You reneged on that, your 
executive committee. We had an agreement on the 
25th. You reneged on that, 
committee. 


You own like 80 percent of Satra. 


tive committe: Ss an excuse. You know it and 


don't want to negotiate with you any 


o neqotiate with you any more 


I said, "If you want to co busi 


you make me any offers you want, but you put 


writing and you sign your name. 


negotiate 


Otherw I will not 


with you any more. 
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We by then were in his office with Mr. Mott and 
Mr Hermann. 

MR. HILL: Excuse me, your Honor. Could we cix 
whether or not Mr. Mott and Mr. Hermann were present when 
Dr. Stern advised Mr. Oztemel that he was a cheat? 

MR. HELLFRSTEIN: If your Honor please, I think 
ir. Ilill will have ample opportunity to clarify these points 
when he gets up to cross-examine. 

THE COURT: I don't doubt he will, but I don't 
think it would hurt to tell whether there were people with 
you up to the point you have reached now. 

THE WITNESS: I don't think they heard me call 
him a cheat. They were there when I said he reneged on 
the agreement; they were there when I said, "I refuse to 
negotiate with you any more. You have reneged now a 
souple of times." 

They were there when I said, "Any offers you want 
to make to me from now on, I don't negotiate. You decide 


what you want, write them down," and I'm very sorry but 


z 
I said, "Sign your God-damn name.’ They hear t} 
a) Go on, Dr. Stern. 
A Whereupon he acceded to my request isked me to 
stay in the room. I may have chosen t wron rmord in 


English, "accede." Is that -- 
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| |e 
@ Did he say whether he -- what did he say to you? | 
A He asked me to stay in the room, and Hanno Mott am 


| 
| 
Bill Hermann were there and they discussed another offer 


A af 


to me. } 
| 
’ ea , , 
9) What did they say? | 
| 
A It ended up that Mr. Oztemel wanted to offer me 
| 

two alternatives in writing, and he said, “I so directed 
tr. Mott to write them up.” ro 
| 

r + 


The two alternatives were the following: One, 
no financing for me by Satra, just a pure 50-50 partnership. | 


‘Number two, they would finance me for somethina 


like six months at something like $6,009 a month, but here 


I would only get 30 per cent of the revenues. 
This offer was applicable to the cases at hand, 


namely, IBM and Stromberg 


| 
Q And did someone say what you just said? 
| 
oem | 
Mr. Oztemel summed up their liscussion while I 


was there in his direction te Hanno Mott to write that down 


in agreement form. 


© Did Mr. Nott so write it down 
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9) What happened next? 
THE COURT: I take it he didn't write it 
down right then and there? Thereafter he did it? 
9) Where was he? Did he write it down right 
then and there? 
A We adjourned the meeting. Mr. Oztemel went 


into his sauna and Mr. Mott went into his office, to 


write it. 


9) Where did there take place, incidentally? 
A This was at the Satra offices, everything. 
Q Where are those located? 

A 475 Park Avenue South. 

fa) Was Mr. Oztemel's sauna in his of fice? 

A Yes 


Mr. Mott had a side office there, is that 


right? 


Behind his office there are manv thinas. One 


Sy 


of which is a sauna. It's an inteqral part of his own 
office suite. 
GC All right. 
And what happened next? 
A Mr. Mott made a draft. He showed it to me 
and I reminded him he left out several of the things 


that Mr. Oztemel directed him to. for instance, he 
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CHtromhera- 


t only ahout IBM, he left out ahout 5 


Then Mr Mott finalized it and he gave the 


document to me. 


What did vou do? 


and 


A I waited for Mr. Oztemel to get readv 


at 7:99 o'clock that evening I went in to him with the 


document. 


O here was Mr. Oztemei? 
A ! yas then standing in his office. 


9 You hroudht this document to him? 

aN at's right. 

9) What did vou sav to Mr. Oztemel and what did 
he say to you? 

A I handea him the agreement. He scanned it - 


well, he read it. In fact so meticulously he initialed 
a couple of the typographical errors. 


Then he made ready to sign and he looked 


up and he said, "I hone now you will take the pure 
50/59 nartnershin with no financing )h' 
I answered "By now it's hecome ry, ry 
complicated, I don't know.” 
He said, "What don't ' 
59/59 sharing, 


t said, “Well, in the 
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for mv expenses 
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expense reimbursement schedule because those ar: future 
income also, but in order to be able to live, I have 

to look to current income, the retainers or the advances 
and I don't want those to be reduced by this expense 


reimbursement schedule." 


He said absolutely I am right. He said, 
"Now, that reimbursement schedule really is logically 


associated with expenses on sales and the future com- | 


" 


missions. 
He said, "There should not he any expense 
reimbursement applicable to the current income like the 
retainers. 
I said, "Wait a minute. You say that. Write 


it down. Sign your name. 


He said, "Sure. 
He then added on the bottom a reference to 
this discussion and we signed the agreement. 

Q I show you what has been marked Exhibit C 
for identification. I ask vou if vou can identify 
that document? 

A This is the agreement I was sneaking ahout 
just now. 


THE COURT: Actually this just a proposal, 


right? 
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THE WITNESS: I am sorrv, yes, this is the 
offer that I was speaking about just now. 

THE COURT: And the writing that you are 
referring to that Mr. Oztemel did 1s on the last page 
on the bottom of the schedule; is that right? 

THE WITNESS: Yes air, 1% 28: 

MR. HELLERSTEIN: I offer it in evidence, 
your Honor 

HE COURT: I take it there is no objection. 

MR. HILL: No objection, vour Honor. 

THE COURT: All riqht. Received. 

(Plaintiff's Fxhihit C was received in 

evidence) 

MR. HELLERSTEIN: If your Honor please, 

I would like to give copies to the jurv and I will take 
hack at this time the documents that the jurv has in 
its vossession. 

THE COURT: Very good. 

(Nocuments handed to the jurv) 

THE COURT: When the jury is finished look- 
ing at Exhihit C, I think we might as well take 
afternoon recess. 

MR. HELLERSTEIN: Why don't we do that ? 


THE COURT: I would ther thev look at it 
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first 
MR. HELLERSTEIN: I was planning to ge into 


some of the points and -- 

THE COURT: Why don't vou lay the copies on 
the top of the rail, ladies and gentlemen, and when vou 
come hack you can look at it. 

We will take a ten-minute recess now. 


(Recess) 
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(In open court - jury present) 

MR. HELLERSTEIN: Your Honor, we have made 
a sketch of what's on the blackboard and I offer £& 
for identification as quadruple E. 

MR. HILL: No objection. 

Your Honor, so that the record is clear, 

Mr. Oztemel has arrived and is seated in the back of 
the courtroom. 

(Plaintiff's Exhibit EEEE was marked 

for dJdentification) 

MR. HELLERSTEIN: May I read section of 
this to the jury? 

THE COURT: Yes, you may. 

MR. I!ELLERSTEIN: This is a reading, members 
of the jury, of certain paragraphs of this document, 
Exhibit C, that you have copies of. It is a memorandum 
on Satra Corporation letterhead to Marvin Stern: 

"In connection with the proposed joint 
venture with IBM and Stromberg-Carlson, we offer you 
the following two alternatives for our relationsh 
Either one is acceptable to us." 

Members of the jury, I will read proposai 
number 1-A: No financing by Satra. 8B: Your compensa~ 


tion will be 50 percent of gross revenues received from 
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1U 


w 


IBM and Stromberg-Carlson by Satra, after deduction of 


expenses on an annual hasis as per attached schedule. 


These commissions will be pavable for all amounts accrued 


by Satra, during the term of t! Treement signed by 
Satra with IBM and S-C, plus all commissions that may 


be earned from sales then under negotiation.’ 


0 Is that Stromberaq-Carlson, Dr. Stern? 
A Tee, 3% 38 
MR. HELLERSTEIN: Commissions will also he 


paid during the term of any renewal of such ag.eement 
provided Stern continued to devote such time necessary 
to service the agreement. These commissions will be 
paid quarterly after an amount equal to expenses has 
been recouped in each ear. 

C. All expenses for the project will he 
advanced by Satra to be recouped out of earnings, if 
any, including vour additional expenses which will not 
include amounts ¢ttributable to your commuting from 
Los Angeles to New York. 

2) Was it your plan to move from Los Angeles 
to New York? 

A No, it was not. 

9 Your family was to remain in Los Angeles? 


\ Yes. 


( 
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» Was this sentence directed to this aspe 
3 of the situation? 


4 j es, it was. 

5 MR. HELLERSTFIN: "All foreign travel by you 
. in connection with this venture must be approved bv 

1 Satra." 

8 ) Would vou direct your attention to the 


right-hand margin? 


10 |} Coulda you identify that mark: 
1} 
| 

1 | A It was a mark that Mr. Oztemel made on the 
1| _ . . ‘ 

12 || document before he signed it. I believe it stands 

13 for A.A. 
\} 

14 I MR. HRELLERSTEIN: a) All personnel to he 
\ 

15 | hired or assigned by Satra to the project will he Satra's 
\| 

16 || sole responsibility." 
\) 

7 ae Members of the jury, would you turn to page 

18 ] 3 of this document? 

19 9 Nr. Stern, can you identify the schedule 
| 

0 | that is page 3 of the document? 

21 ] A Yes. 
| 

22 || 9 What is it? 

ye) ! A That is the expense reimhut ent schedule, 
i 

2 I snoke about heforehand. 


25 9) Is that the one you ceset ibed n the hlackhoard? 


° ‘ 
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P . | 
2 A Yes, it is. 
, | Q I see the word, incremental annual revenue 
i 
4 Il is a title over one column. And the words incremental 
\ 
5 annual expenses over the second column. 
| 
6 | Is this word incremental the word you put 
| | 
7 | ca this document? 
| | 
8 l A It's the word I suggested he put on it and 
oil 
9 we agreed to put on it. I must say that it was in an earlier 
10 i discussion and apparently it was incorporaced here and 
i} 
| 
ll added on ‘ere. 
12 | 0 And then I see the columns of numbers and 
| 
13 | are those numbers meant to accomrlish what vou've 
14 allustrate on the hlackboard by the graph? 
5 | A They are the same. 
| 
16 0 Now I see some handwriting; whose handwriting 
} | 
17 | is this? 
18 | A This was on by Ara Oztemel, just before he 
| 
19 signed it. 
0 |i THE COURT: You saw him write it? 
21 THE WITNESS: Yes, sir. 
9) Is that his signature helow the handw? ing? 
23 | A Yes it is. 
2A | 9 Nid vou see that signature affixed to t 
| 
25 document? 


” 
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A Yes, i did. 

0 Was this paragraph in relation to the 
discussion of retainers that you earlier related to 
the jury? 

A Yes. 

MR. HFLLERSTFIN: Members of the jury, I 


will read the paragraph to vou: 

"Tn alternate 1, any retainers received will 
be divided 5°,50 on the income as ahove scheduled. 
This ovtion is valid until the 9:90 a.m., Thursday 
morning, September 2, 1971. Siqned Ara Oztemel.”" 

0 Referring to the first naragraph of this 
handwritin«, Dr. Stern, reading in alternate l, any 
retainers received would be divided 59/59 on the income 
above scheduled, was there a discussion about these words 
ind what this was supposed to mean? 

A There was a discussion that led up to this, 
the choice of the words were his. 

9 Was that discussion that vou related just 
hefore the break to the jury? 

A Yes, it is. 

Q That is that retainers were not t a: sect 
to the schedule of expenses? 


A That's ricvht. 
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(9) Now, moving ahead, Pr. Stern. You say yor 
were given this document hy Mr. Mott who presented it 
to Mr. Oztemel and got his signature on it. 

What happened next? 

A I took it. I went to my hotel. I called 
my wife. We had a lengthy discussion over whether I 
would accept any alternative and if I would, which one 
would we accept from the point of view of family risk, 
in living and things like that. 

@) Following your deliberations, what did you 
do next? 

A We came to a decision to take the risk of 
accepting alternative 1, which was no financing by Satra, 
but 50/50 sharing. 

(9) Was that the provosal I read to the jury 
a few minutes ago? 

A That's the one. 

With the understanding, of course, that 
there was no application of the expense reimbursement 


schedule to the current income, like the reta 


9 And did vou do anything in relation to "rx 
Cztemel? 
A The first thing, the morning of Sentemhber 1 


( 
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THE COURT: Which was the morning after 
vou received this; is that right? 
THE WITNESS: Yes, sir. 
Q The very next day? 
AC The very next day I wrote out my accentance 


of alternative 1. I made copies of it, xeroxed. And 
I asked to see Mr. Oztemel. 


I was advised I couldn’t see him until some- 


time after lunch. But after lunch, I gave him my written 


acceptance. 


9) I show vou what has heen marked as Plaintiff's 


Exhibit D for identification, Dr. Stern. 
Just look at the top page. I ask if you can 
identify it. 
A Yes, that's the written acceptance I just 
spoke of. 
9 And what did you do with that? 
A I gave this original to Mr. Oztemel after 
lunch on September list. 
19] Nid you have a conversation with him? 
A Yes. 
MR. HELLERSTEIN: Before getting into the 
conversation, let me offer this document into evidence. 


Your Honor, this is attached to a copy of 


Us 
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what has already been marked as Exhibit C and received 
into evidence. 

It is that format with the original of Dr. 
Stern's handwriting and the copv of the August 3lst 
proposal was stabled together in Satra's files and is 
produced exactly as how it was kept in Satra's filed. 

THE COURT: I have no objection to receiving 
it this way, do you have any? 

MR. HILL: No. 

THE COURT. All right, it's received as 
presented. 

MR. HELLERSTEIN: Your Honor, tomorrow I 
will brine louseleaf books so each member of the jury 
can have the book in tact with a set of exhibits. 

THRE COURT: All right. 


(Plaintiff's Exhibit ND is received in 


evidence) 
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MR. KUOLLERSTEIN: Exhibit D reads "Memorandum 


to Mr. Ara Oztemel, dated September 1971, reference your 


memorandum to me, dated August 3lst, offering two alternativés’ 


for our relationship in connection with the proposed joint 


venture with IBM and Stromberg-Carlson. Please be 


advised I accept Alternative 1, sign. Marvin Stern." 
Q Alternative 1 was which of the t. proposals? 
A The one where I would ceceive no financing and 


we would share 50-50, 

Q What happened next, in terms of your relationship 
I'm sorry, I had hegun to ask you of a conversation that 
you had with Ara Oztemel when you gave him this document, 
Exhib_t D. 

A He accepted it. He said he was glad I could see 
My way to accepting the one without the financing. It made 
it easier for him. Me understood I was very much concerned 
about taking the risk of not having any -- my expense and 
salary be covered. But he wants me to know from his very 
broad experience in making agreements that once one makes 
a decision one should stop fretting about it and move on 

-om there and not to think that you made the wrong decision 

Q Dr. Stern, I would like to move you back in tir 

and discuse with you the occurrences relating to IBM, 


wi@n was the first time that vou had a discussio; 
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with anyone concerning business that related between 


IBM and Russia? 


A 


You are speaking specifically IBM, rather ihan 


the generic kind of business? 


Q 


Answer the question as best you can, if you 


understand it. 


A IBM -- 
Q Did you have a discussion with anyone where IBM 
came into t’. ‘onver~ation, concerning possible business 


with Russia? 


A 


Q 


Yes. 

When was that? 

On dune 23, 1971. 

With whom was that? 

Ambass* x Llewelyn Thompson. 


Was Ambassador Llewelyn Thompson the ambassador 


of the United States to Russia? 


A 


Q 


to Russia? 


A 


At some time, yes. 


At the time you spoke with him, was he ambassador 


No, he was not, but one still uses the titl: 


ambassador. 


Q 


A 


Where was the discussion held? 


At the Plaza Hotel, here in New York. 
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Q What was said by you and what was said by 


Ambassador Thompson? 


A Well, the meeting really concerned other issues. 

Q In the course of the meeting,did a conversation 
come about that related to IBM? 

A As a re.ult of the discussion of tnese other 
issues, as Ambassador Thompson heard me relate my 


discussions -- 


Q Go on until Mr. Hill says S.cething. Just keep 
talking. 
A As the ambassador hears me relate my discussions 


with a Soviet vice-chairman of the state planning ane 
heard how interested they were in this general field, he 
asked me why do I not speak with IBM about the possibility 
of their getting involved in joing business with the 
Russians. 

Q What did you say to Ambassador Thompson? 

A I said, number one, the U.S. has still not yet 
Opened up to do the business with the Russians that much, 
Number two, the kind of equipment IBM would have to of! 
might not be allowed. 

THE COURT: “Not allowed" by the United States? 


THE WITNESS: Not allowed to be exported to the 


Soviets by the U.S. 
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oy Number three, I had heard that IBM sometime 
earlier had refused to do business with Russia. 
And, number four, even if the U.S. were to open 


up and they were to allow that kind of equipment, and IBM 


wanted to do business with the Russians, I don't understand 


why they might want to discuss with Satra any relationship. 


Q Did you know then or at any time later whether 
ther @s any relationship between Ambassador Thompson 
and IBM? 

A He then went on to identify the fact that he was 
a consultant to the chairman of the board of IBM World 
Trade, 

Q You mentioned Satra in terms of this conversation. 


What was the relationshio of Satra to the conversation that 
you hac with Ambassador Thompson? 

A I was in the course of my consulting for Satra 
on the Kama River project. I had sought out Llewelyn 
Thompson to gain some guidance or advise from him relative 
to the rate at which the detente might progress and 


relative to the trade expansion. 


Q I caused you to digress.when I asked you whether 
Ambassador Thompson identified himself as a con: tant 
to IBM. What did he Say and what did you Say? 


A He said he was a consultant to ?lir. Jones the 


co 
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chairman of the board. 
Q Is that Mr. Gil Jones? 
A Mr. Gilbert Jones. He said that it was very 


likely that the U.S. would open up to do business with 
the Russians consistent with that, it was very possible 
that IBM might reconsider its own status and might 
consider going into doing business with the Russians, 


and that since the British were already in there, IKL 


, 


International Komputer Limited, a British firm. was already 


in there, if IDM wanted to go in, they may want to go in 


a hurry and they may want to consider all the help they 


could get. 


Q Did Ambassador Thompson have any suggestions for 


you? 


A I said, "I don't know Mr. Jones." He immediately 


offered to give me an introduction. 


0 And what did he say to you? 


A The way it was left, he would telephone Mr. Jon 


or speak with hin in person, I don't know, and introduce 
the fact that this discussion had been had between 
that I should, after a couple of weeks or so, I shou 
Mr. Jones and speak with him. 
Q Did you report this conversation to 


A 268, Sar. 


q 
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J To wh m? 


A The following day at the dining roon, 


THE COURT: Satra's dinir room? 
THE WITNESS: At Satra's dining roc 


Q Does Satra have a dining room as part of 


A 2@Ss, it does. 
Q To whom did you relate this co versation? 
A To whe ver was at the dining room tabl 


1l€ 


particular, I know that Mr. Schloss, who is the trea: 


of Satra, was the *» Mr.Giffen was there, and I’ 


h é prett 
sure Miss Van St vorn was there. 
Q Was Mr ztemel there? 
A I don't <ecall, and in fact I don't helieve so 
Q What position did Mr. Giffen hold with Satra? 
A At the time, it varied, you know. At the t e 


I believe it was the president of Satra Consultent 


Corporation. 
2 Did you know that to be a subsidiary of 


Corporation? 


A Yes. 
Q Did you receive any discussi 
comment from the Satra peopis to whom 
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conversation? 

A Mr. Schloss merely remarked that Ambassador 
Thompson had a very fine reputation. Mr. Giffen remarked 
that he was too old and he was out of the trent of 
current events. 

@) Who was too old, Mr. Giffen or Mr. Thompson? 

A He remark2d that Ambassador Thompson was out of | 
the trend of current events between the U.S. and the 
Soviets. | 

2) Did Mr. Giffen say what he meant? 

A No. 

Q Was there any other discussion? 

A Not at the luncheon. 

Q What happened next with respect to IBM or with 


respect to any advice or instruction from Satra concerning 
IBM? 
A Sometime during the next c-1ple of weeks, I 


called a friend of mine, who had once worked at IBM. 


Q Who is that? 

A A Dr. Gene Fubini. 

Q What was the purpose of your call? 

A He had once been an officer of IBM. I told him 


that I was thinking of calling Mr. Jones and what was Mr. 


Jones like. ‘Mr. Fubini wanted to know why I wanted to call 
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2 him. I told him. Mr. Fubini then went on to tell m: two 
3 things: One, I should be aware that IBM had been approved 
4 within the past couple of years by at least an Italian 
.¢ 5 || trading firm in behalf of tne Russians for IBM to do 
6 business with the Russia and IBM had turned it down. 
7 So it was an uphill battle. In spite of that, Mr. Jones 
| | 
g |i re ee) Pe 
was a very businesslike, verv forthright kind of a guy, | 
| 
9 1 the kind of a guy I should speak to, I could and should 
10 speak with in a factural and very direct way, and I shouldn't 
ll worr about calling him. 
12 Q What happened next? | 
13 | A I inquired around the Satra offices for what 
14 that Italian trading firm might be, who they might be, 
15 | and I then learned from Betty Van Stavern that it was 
16 |} probably the Savaretti Brothers and she was well aware 
7 of the previous attempts to get IBM to do business with 
18 the Russians. It was during that discussion that 
19 Mr. Oztemel came out and joined it. 
20 
21 
22 
23 
2A 
SB | 
| 
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1 

Q What was said? 
2 

k They were aware that there had been this effort befoze 
3 

to get IBM to do business, and that IBM had refused. 

4 


Q Dr. Stern, at tnis conversation with Miss Van 


5 
Stavern and Mr. Oztemel or at the previous conversation 
6 
with Mr. Giffen and Mr. Schloss, did you say in words or sSub~ 
7 
stance that you could influence the decision of IBM? 
, | 
A. No, sir. 
: | 
Q Did you say in words or substance that you had 
10 
any special powers with respect to IBM? 
ll 
A. No, sir. 
Pe - 4 ae | 
4 Q Did you say in words or substance that you were 
13 ‘ 
some kind of a key man in this deal, the proposed eal 
14 
or possible deal? . 
5 a 
| A No, sir. I only said that this is what Ambassador é 
16 | 
Thompson had said, that's all. 
17 
Q Did you say in words] or substance to the Satra 
18 
people that Ambassador Thompson was a very long or 
19 aoe 
close friend of yours? ‘. 
20 pi 
| A. No, sir. 
21 
Q Washe in fact a long and close friend of yours? 
22 
A No, sir. 
23 
Q Did you say in words or substance that Mr. Gilbert | 
i | 
Jones was a long and close friend of yours? 
25 
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A. WO, 51r 
Q liad you known Mr. Jones before? 
jo, I had not. 
iad you ever met him before this 
A. io, I don't think so, but I'm ki 
v Did you convey anv iupression 
tiorally, to any of the Satra people thatyou 
Thompson or knew Mr. Jones? 
' i. WO. 
i} , sia 
i Q. et' go on. Following this 
Mr. Oztemel and Miss Van Stavern, what ha 
1 
tip IBM or any advice or instructions you re 
i} 
i} A About a week or so after I was a 
i! 
] 
|} New Yurk and -- 
i} 
! Q Will you fix an epproximate tim 
\| 
Ur. STern? 
i] 
A. It was either the middle of July 
i ; 
] middle of July or the third week of July 
i| 0. What happened? 
A I put in a call to Gilbert Jones 
0. What position didyou understand 


ile was chairman of the Board of 


Is IUM World Trade a subsidiary 
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consciously, inten- 


knew Ambassador 


conversation with 
| 
7 
ppened next with respect 


| 


ceived from Satra? 


t the Satra offices iin 
] 
| 
i 

e as best you can, 

-- it was either tie 

1971. 

of IBM. 

him to occupy 

IBM World Trade. 

of some sort 
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A It is their major subsidiary, I believe. 

0. Having to do with international trade? 

A, Yes. 

‘ What happened in that conversation? 

A. I said tnat I was calling as a result of a sugges-~ 
tion by Ambassador ‘Thompson. Mr. Jones said oh, yes, he was 
aware -- he had heard from Ambassador ‘*hompson; he knew 
I was going to call, ard as regards IBM considering uoing 
business witi the Russians, he wanted me to Know that Mr. 
vom Watson had written a letter t¢t r. Gvisniani. 

0) Was Mr. Watson the chairman of the board of IBM 
or some very important position? 

A. Well, let me -- you see, until the end of June he 


nad been the chairman of the board of IBM itself, and now 
he probably wae something like the chairman of tne executive 
committee. 

So Mr. Jones, you said, told you thathe wanted you 
to know that Mr. WAtson had written a letter to this Russian 
jentleman? 

A. vo this Mr. Gvishiani, and they were awaiting 
tne reply, and until tha they really couldn't discuss 
anything; but wnen they would get such a reply, they wou'd 
be back in touch with me. 

0. Was there anything more to this conversation? 


¥ 
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i] 
9 II ; 
i A Yo, that was it. 
i 
3 i 0. Did you relay that conversation to anyone 
| | 
4 1] : " | 
|} at Satra: } 
| 
5 n . 
A Yes | 
6 ; | 
| Q lo whom and when? 
” | 
7 an A I came into the dining room later as a result 
3 | 
| of the call. 
it 
: | 
9 i : . - 
| v. This 1s the satra dining room? 
1] 
10 1} n ‘ ta - — ~+ _ tar havnt P 
| A, [That's right -- or, correction, before that I did 
i peed ure 
i | something else. I didn't know who Mr. Gvishianl was either, 
ya | cee . 
| so I asked - I asked and I found one of the gals at Satra, 
13 x4 : , ; 
a Miss vanoftf, who worked as an interpreter or something -- | 
14 | | 
0. Let's spell ner name. 
15 || : ; a Saar a ss — 
A. I-v-a-n-o-f-f. I asked her who is Gvishianl, “Have 
i 
16 | : : ; 
| you ever heard of him?" Sne said, “Oh, yes, Mr. Gvishiani | 
17 |! eee ba ; t ; 
1S nOSYGIN S SONK1ln-iaw. Ne 15S also the deputy cnairman 
1} 
i 
18 a c orm ‘ . . e F i . : ‘ : : 
} GE the Sovie STate Committee for science and techonology, 
i| 
eT ee ae =o ba — 
| and he is a very, very important man. 
26° i \ - . } n } 
0. You were up to the point where you went to the 
>] : i 
/ Satra dining room. 
A. So knowing the characters, I then finally went into 
the dining room, and immediately upon sitting down I announce 
(| 
2” | ; 
| tnat I had spoken to Mr. Jones, chairman of tne Board of 
| 
29 
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IBM World Trade, and Mr. Jones said that Mr. Watson had 
written a letter to Mr. Gvishiani, and when they get an 
answer, he will be back in touch with us. 
¢ Wno was present in the Satra room tnen? 
A Mr. Oztemel, Mr. Gifren, Miss Van Stavern. ‘There 


were others, but I -.emember a Mr. Sandy Young. I happened 


to be sitting nex. to him. 


Q bid anyone say anything when you made this 
statement? 
A. Yes, each of Mr. Giffen and Mr. Oztemel each started 


to laugh. Each one announced that he had interviewed an 
IBM vice president, these being two different IBM vice 
presidents. 

Q. ‘two separate individuals? 

A Mr. Giffen had interviewed one, Mr. Oztemel had 
interviewed anotier; ana they had each been assured that IBM 
would never do business with the Russians, and this was com- 


plete foolisn-ess, and they laughed. 


0. REferring to what was complete foolishness? 
A. My report and the implication therein that IBM 


was possibly considering this. 


0. Did you say anything? 
A. I closed the subject off by saying, “But 1 have 


just hung up the phone after having speken witn the chairman 
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of the board.” 
Q. Di anyone say anytning more? 
A No. 
Q. Did you say to anyone present at this Satra meeting, 


nat 


Dr. Stern, that you could influence IBM's decision in some 


way? 


that you had some special powers of persuasion w 
respect to tnat decision? 
i. NO. 
0. fhat you somehow could insinuate Satra intc 


tne position? 


A NO. 
G. Whathappened next? 
A. I was in California -- 


THE COURT: How much later would this be, Doctor? 
THE WITNESS: This was -- one second -- the morn- 


ing of Friday,August 6th. 


1971. And at about 8 a.m. California time, which 
is ll a.m. here, I received a telepnone call from a Mr. 
Ralph Stafford who identified himself as the director of 
east-wedst relations for IBM, and he wanted to speak with 


me about IBM's possibly getting involved in -- I think he 
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2 |} Saia just -- I think he said in the kama River Project. 
| 
oI THE CuURT: I am sorry, I didn't get that. You think 


5 Tit WIVNESS: I think he said getting involved in 
| 
6 } the Kama River Project. 
| 
i] ‘O1ripm@ : } 
7 y iE COURT: Right. 
| 
8 || tik WITNESS: And might we set up a meeting to 
| 
9 || get together to discuss this. 
1} } 
10 || 0. Did you say anything? | 
11 |i A. I initially said, "YOu know I have spoken to Mr. 
12 Jones? And he said well, he was phoning me upon the | 
- 2 / | 
13 |} request of Mr. Jones. 
| 
| 
14 | fhen I went on, I said, "Well, is it you want to speak 
' 


15 |} about IBM possibly getting involved inthe Kama River Project 


alone, or would you be willing to discuss IBM doing business 


17 with the Russians across the boards? And would you also be | 
i] } 

18 || Willing to discuss the possibility of IDM introducing 
| | 

19 |} an intermediary?" 
| 

20 || Q. Wnat did Mr. Stafford say? | 
1} } 

21 |i A. lie respondedn, he said tnose three subject s would | 


| | 
2 || be the issues we would discuss in a meeting. 


Z| 0. Was anything more said that you recall? 
2A A. I then said, "Well, sure, why don't I see what I 
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‘ could set up and I will call you back.” 
4 0. What did you do next? 
| 
4 A, 1 then phoned the Satra office in New YOrk. I 
. | 
nak + + r T + } Y + + ~ 11 T | 
= spoke to ( e in uvern. I told her @®out he Caii i | 
) 
| | 
6 had received from Mr. Stafford, suggested that this was 
- well worth anving a meeting on, that lI snould come East | 
i — i 
g || for it, and further suggested 1e not only confirm that 
9 with Mr Jztemel but ask Mr. Oztemel if he wouldn't want 
10 to attend this meeting also. 
She did as 1im, she did respond that yes, not only should 


12 I come, but Mr. Oztemel would be happy to attend such a 
12 weting, whereupon i sala, Well, good. Since you are 

| 
14 in New YOrk, Mr. Stafford was 1n ew York," I said, “Why } 


don't you phone him and set it up.” 


15 


m A, Yes it wa 
17 : : 
or what date? 
18 . 
| 
' A ~ + ’ | 
| A. AUGQUSL VU } 


19 || 


is that meeting held on August 10th? 


Yeas 
’ * s ~~ 
21 | 
.) Q Where was it held? 
a ! 
4 h It was held in Mr. Oztemel's office at Satra. 
| 
7 0) who was present? 
if | 
| : : ¢ 
an on A. Well, Mr. Oztemel came about fifteen minutes late 
ha) } 
1] 
i 
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sofor the first ten or fifteen minutes, it was 


his meeting, 
just Mr. Stafford and myself, but tien we were joined by 
Mr. Oztemel. 
Q. What was discussed? 
F 


A. Well, during the initial ten or fifteen minutes, 


we made a lot of small talk within which we sought to 


identify if we knew any people in common, and we did. 
0a What points of substance were discussed, Dr. Stern? 
A. Mr. Stafford identified the fact that ne had spent 
the last six years running an IBM office in Vienna. He had 


responsibility for developing and wanaging the trade 
that IBM was doing, the sales of IBM equipment to the rest 


of what is known as tne socialist countries, namely, the 


Soviet bloc exclusive of the Sovient Union itself. He had 
developed thatoverthe last six years. 

Q. What was discussed among yOu, Mr. Stafford, and 
Mr. Oztemel? 

A. We reviewed that Mr. Stafford was discussing the 


pessibility of IBM getting involved in the Kama River 
Project, tne fact that they would be willing to discuss 


doing business with the Soviet Union at large, and the fact 


that he, Mr. Stafford, in particular was anxious that if IBM 


were to go in there, that they siould introduce an inter- 


mediary because his experience of the last six years had bee 
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that it was rather difficult and kind of tedious to 
develop this kind of relationship with one of the bloc 
countries, beside which his health wasn't too good, and he 


didn't want to go through 1t again. 


0. Did he say this to you and to Hr. Iztemel? 
A. He definitely said it to me when we were along. I 
donot recall if he metnioned his health while Mr. Oztemel 


was there or not. 


Specifically, on his health, he said he had had two heart 


attacks, he had an ulcer, ana I don't know what else, but 


I mean, there was specific discussion on his health. 


held in the presence of the three of you. 


A Yes. 
0 Mr. Oztemel, you, and Mr. Stafford. 
A. Everything I have said except I am not sure if 


the health issue was raised while Mr. Oztemel was in the 
room or not. That I really don't recall accurately. 

0. What in substance did Mr. oztemel say? 

A. Ho, Mr. Oztemel discussed the complexities of 
doing business with the soviets, and how difficuk it is to 
get started, how long it might take, ani things like that. 

Q- Did he discuss any contributions that the 


Satra organization could make? 
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A. Yes, it's interesting, his response to that. Mr. 
Stafford announced that, you know, he had seen a picture 


Mr. Oztemel in a German magazine, Der Spiegel. 
Q. wnd concering what M 
Organization and what he could do, do you renember what he 


said? 


Well, it was the initial meeting, and it was a 


very light allusion to experience, knowing the people involvec 


understanding how to negotiate, and trade. 

Q Anything further that was discussed at this meeting 
that you recall? 

A. Nothing specific other than the way the meeting 
ended up. 

Q. llow did the meeting end up? 

A. The meeting ended up the following: Mr. Stafford 
said that IBM was going through the throes of their decision 
making. He, Mr. Stafford, would be most anxious to convince 
them to use anintermediary if they were going to go into 
the Soviet Union. 

lie, Mr. Stafford, was going back to Vienna,and he was 
jOing to also interview an Italian trading firm, and we would 
get together and speak again upon his return to the 
United States. 


Q Did Mr. Oztemel say anything when Mr. Stafford 
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Mr. Oztemel said about Mr. Staffoyd' 


I i} pK w12 Stern - direct | 
; , | 
= said he was also interesteu to review the capabiiities 


of this Italia- trading company? 


A OH, sorry, I believe by that time there had been 


‘ - lass tarare ra 1} t a ee ee Se a " 
a very laudatory articie Business Week magazine abou 
Satra. I believe Mr. Oztemel got a copy of tnat to give 
' 
) 
ir. Starfrord. 


10 
( Was that one at the eeting? 
11 : . - 
. Pile COURT: Wnat was your question: 
12 . + . + tna? 4 +, | 
‘ was ¢ 1t done at tne eeting 1a ir Oztemei give 
13 ’ 
| - Stafford | O O tnis arti 4 
14 , et Fhe © 
A. Yes, yes. | 
lf 
S | 8 iiow was the meeting ieft 
16 . , a . : 
A. Mr. Oztemel wa joing t Aoscow on Other matters. | 


17 || ; waa 
Mr. Stafford was going to Vienna. We would get together 


18 ae 
| after Mr. Stafford returned. 


} 
19 \| Q This meeting, you say, took place on August LOth? 

20 | . - 

a A. [That's right. 
21 | T 


I show you Exnibit A which you identified as the 


oo» £ - “ 7 2 > S Ir + , " * " ya | c - 
i] first form of memorandum oragreement between you and satra 
23 


in your testimony this morning. In point of time, would 


you relate what came first, tu3s Gocument or this discussion | 
| | 
| | 


a) | . ' 
that led to tiiis document or the mecting among you, Mr. 


| 

i} 

i 

| 

iI 
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Uztemei, 


evening 


fith Mr. 

Mr. oa 
1 a ah 
ith Mr 


agreement, bA Li 


is 


ILA 


as 


introductory 


of Exhib 


invoe to 


sponsive 


formed tl 


as Tre} 


ot 


representeu 


Mr. Stafford? 


meeting with Mr. was dur 


tn. The discussion that resuiteda in 


resented by Exhibit A was the 


so it was 


the iv 


Stafford. 


ing the 
the understand- | 


dinner tne 


1 meeting 


So then you had conversations with Mr. Oztemel after | 
| 

ord left or did you have suc conversation? 
| 
- 

Just general, or specifically ~~ 4 dl sSOrry, 

know what you mean : >< ersation. 
Let me } the questi< 1 rou ive a conversation 
2mel that formed the isis for your memorandum 

- | 
st AP? | 
| 
The conversations that formed the understanding that} 


discussion with IBM and 1t was 


a> BAS 
] 
MR. HILL: If your HOnor please, [. am going to 
strike that answer on the basis of it not being re- | 
to counsel's own question. 
THE COURT: Overrvled. 
~ ‘ 1. 2 1: 1 } | 
vr. Stern, in this discussion that you had that 
ie basis for Exhibit A, tnis ais ussion between you, 
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| 


in Exnibit A were general. WI only alluded to 
one of a possible -~- we had only this one 


burden | 
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1 || pmSmb14 Stern - direct 
2 | Mr. Oztemel, Miss Van Stavern, did you say in words or 
4 substance that you had some specia: 1ni luence with IBM: 
4 |] A. Wo, IBM was hardly discussed at tnat dinner. YOu 
5 know, in fact, that was nothte burcen here at all, I mean. 


6 ¢ Just to be clear, I n't want to limit myself to 


~ 


this ainner. 


8 A I'm SOr! . 
| 
J 0 At an time up to this dinner -- 
10 | A NO. 
1} ( -- did you tell Mr. Ozt>mel and Miss Van Stavern 
12 in words or substance thatyou would be able to bring around 
13 A 1 to ac i eal vit atra? 
4 A iO. | 
) 
15 € Or that you were in some way indispensable to 
| 
16 tunis deal? 
| 
17 A. WO. 
is || 0 Ir that if you weren't there, the leal couldn't 
19 be made? | 
20 A, MOys | 
a | 0) What happened afterwards in relation to IBM or 
22 | in relation to Satra' advice or instructions with respect 


y) aan A. Well, we hardly discussed the Stefford meeting. | 
25 Subsequently, the next thing that happened was I was again 
1 
| 
i} 
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in California, and some time the middle of the week of 


August l6th, if I look at my telephone bills I can tell 


you when, but was in the middle of the week, I think it was 
sometuing like August 18th, I received a call from bette 
Van Stavern. 

Q YOu were in California. 

A Yes, I was in California; she was in New York. 

0 What did she say? 

A. She had just heard { m Mr. Oztemel, who was in 
Moscow, and he told her to get in touch ith me, that it was most 
urgent for me to set up a meeting with ILM, the meeting to 
beheld inunediately upon his return from Moscow. 

| 

Q What did you say? 

A. I said, “What's the urgency? What's the meeting 
for? Mr. Stafford is the only one we have spoken with from 
IBM. wk's in Vienna. Why don't we wait for him to come 
home?" 

She was in touch with Mr. Oztemel, and got back to 
me,"No, we cannot wait for Mr. Stafford, we must have it.” 


[ said I hate going around Mr. Stafford. Why doesn't Mr. 
Oztemel, who is over in Europe, why doesn't he see Mr. 
Stafford directly in Vienna? 

No, he didn't have the time. 


SO as a result, I agreed I would make an effort to set up 


a meeting. 
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Did Miss in Stavern say in what country of Europe 
mel was at that time? 

} 
lie was in Moscow. Maybe -- let me -- he had been theme. 
he was still there but, you know - no, he was in 


sOrry 


I want to 


ine 


Following that onveraation with Miss Van Stavern and 
t happened next? 

I phoned IBM,asked for Mr tafford's office. I 
onnected by one wit a Ir ert Witham who identifiad 
as the vice present of inance 
identified further that tlhe eason I was speaking 

was that Mr. Stafford worked for him. 

See if we can move ahead a little bit. AS a result 
conversations, was a meeting scheduled? 

Yes, there was. 
When was tne meeting scheduled for? 

For August 24th. 
Who was at;that meeting? 
Mr. Oztemel, my:elf, as it turned out Mr. Witham | 
eu away at the last moment, and ne was represented 
arr, who is the ledgalcounsel for IBM. 
At this meetiny of August 24th among you, 

anu Farr, what was discussed? 
Mr. Oztemel said that wiile in Moscow he learned 
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that IBM was going to exhibit some of their eq ment 
, ‘ | 
in a exposition to be held in Leningrad in October. lie | 


wanted IBM to know aht on the one hand the Russians were 
angry with IBM, that they had refused to do business with 
IBM before. 


On the other wand, they were very happy that IBM was 


articipating in this exhibit. There was some -- 


0 ‘They" being the Russians? 
A. The Russians. There was some confusion abou their 
partic: # ion, and Mr. Oztemel offered his services to hel; 


IBM in the exhibit in Leningrad, and the last item, a 
Mr. Alkhimov, a Soviet vice minister for * veian trade, was 
going to come over and he, Mr. Oztemel,would be happy to 
get them together with IBM. 

THE COURT: This is all wh.t Mr. Oztemel told you, 
the people at lthe meeting? 

THE WITWESS: AT the meeting. 

L Was anything said by Mr. Farr or by you? 


A. Well, Mr. Farr was not in this particular issue. le 


| 


was there merely to attend; he would appreciate it if Mr. 
Oztemel would write a letter or memo, the substance of what 
he said. 

Oh, then I guess we tried to feel Mr. Farr out on the 


decision-making in IBM and Mr. Farr said that there had been 


no decision on doing business with the Russians, there were 
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opposing camps within IBM and he was watching the situation. 
0. What happened next? 
A. We adjcurned;the memo was written and sent. 
02 Mr. Oztemel sent a memo? 

A Yes.. Belore adjourning, however, it was agreed 
we would meet with Mr. Witham at his earliest convenience. 
0. In earlier testimony, you have identified that 
ate, August 24th, as the time of the second proposal that 

was made by Satra to you. Would you place it in time, the 
discussion that led to this second proposal to this meeting 
of August 24th, among you, Farr, and Oztemel? 


A We had the meeting with IBM August 24th at 1l a.m. 


It was walking back from IBM's office to Satra's office 


I raised the issue of finalizing in a document the agreement | 


I thought we had reached, of this Exhibit A. 

0. You have testified earlier today about all the 
discussions that led to the formation of Exhibit B, which 
was earlier sent to the jury, which was the memorandum of 
agreement between Dr. Marvin Stern and Satra Corporation -- 
read from it -- August 25, 1971. 

In the course of all those discussions, did you say in 
words or substance to anybody in the Satra organization 

that you were able to influence the decision of IBM? 

A, No. 

Q Did you say in words or substance that you could 


be doing somethjngaytdi hcWAdaT RPORHARY tQouaPbousatra into 
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the pictyre? 


A NO. 
Q. Did you say that you could deliver IBM to Satra? 
A No. 


Q Or anything like that? 
A No. 


Q, Did you say that if you weren't there, the entire 


arrangement might not ever go forward, it would collapse? 
A. NO. 


0. Or anything like that? 


THE COURT: Mr. Hellerstein, I think this would 
porbably be a good time for us to break for the day. 

MR. HELLERSTEIN: I am ready, your Honor. 

THE COURT: Ladies and gentlemen, we will be using 
this courtroanfor the rest of the week,and I think che 
trial will take the rest of the week, and I am bound and 


det2rmined also to see if I can't end it by the end of the 


week. I ask you to be back here ready to go at 10 o'clock 
tomorrow morning, and if you come from any distance, please 
allow a little more time than you might otherwise, because oO 
the transportation difficulties that somebody always has. 
We can't start the case until we are all here, so I woul 
appreciate your doing that. Please don't discuss the case 
OE 
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In the courtroom; 


THE COURT: 


MARVIN S 


DIRECT EXAMINATION 


BY MR. HELLERSTEIN 


O Doctor 


XA 


of the August 24, 


Mr. Oztemel and 


the staff of IBM, 


Ars 


in the presence of the jury.) 


Good morning, everyone. 


T E RN, resumed. 


(Continued) 


. 


, we lett off 


vesterday, with a discussion 


1971 meeting where vou were present with 
Farr, who you identified as a lawyer of 


and I believe that vou told the jury about 
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ie 
a discussion concerning the possible decision by IBM to sell 
in Leningrad, and you talked ahout what Mr. Farr said, that 
the decision that IRM was up in the air and there were two 
camps. Do vou recall the conversation? 

A Yes. However, there was no response by Mr. Farr 
relative to IBM going to participate in the Leningrad Fair. 
He was unfamiliar with that. There was response from Mr. Far 
about the general possibilitv of IBM doing husiness with the 
Russians. 

9 So it is as to the general possibility that he 
said there were two camps and there was no knowledge at all 
concerning Leningrad as far as Mr. Farr was concerned? 

A That is correct. 


Q When you left the meeting did you leave with 


Mr. Oztemel? 


4 Yes. 

2) Did you and he have a discussion? 

A Yes. 

2) Please tell the jury what was discussed. 

A Generally, Mr. Oztemel was disappointed at the 


fact that he had come over for a meeting with the Vice 
President of Finance at IBM, a man to whom Mr. Stafford had 
reported, and one with whom he had hoped to have substantive 


discussion. 
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9 Was that Mr. Witham to whom he was referring? 
A That's right. 
@) Ie said he was disappointed. Did he express his 


disappointment? 

A Yes. He was disappointed, he had come over here 
for a substantive discussion ahout IBM's participation in 
doing business with the Russians, and he had heen met by a 
lawyer, and there was no discussion. He was going to have to 


merely send them a letter to cover the items he would have 


hoped to have been able to discuss directly with a responsibl¢ 
| 
official at IBM. 

Nid you say anything? | 


A I said words to the effect that these things 
happen, we need not he discouraged. 


He said, look, we are never going to do business 


with IBM. 


° | 
2) Was there any more to the conversation, Doctor | 
| 
Stern? 
A Not as regard to IBM. 
a) We have covered the discussions vou have had in 


terms of possible aqreement that you were then looking forward) 


to between yourself and Satra. 


I'd like to deal with wRM in this series of 


questions and answers. What happened next with respect to 
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2 IBM? 
3 i A We then did get to see Mr. Witham. 
4 | 9 How was that arranged? 
5 | A Through actual discussions between myself and 
6 Mr. Hendricks of IBM. 
7 | 9 That may he a new name. Is that ata tl cha Dt: 
8 } A Yes. 
9 | 9 What position did he occupv in IRM? 
10 A He was on th taff, the easiest wav I could 
11 || describe it, he was the in-house correspondent with 
12 || Mr. Stafford who had heen working out in the field. 
13 || 9 How did you happen to get to Mr. Hendricks? 
14 } A Mr. Witham had originally mentioned 
1] | , 
15 ! Mr. Hendricks, his name, when I phoned him to set up the 
i} 
16 original meeting, and I had spoken before with Mr. Hendricks 
Hi 
17 by phone. And this was the natural man to speak with in the 
18 ! absence of Mr. Stafford. 
i] 
19 Also, I had phoned Mr. Stafford in Vienna to make 
20 sure he did not feel we were going around him and we were | 
21 | speaking with others at IBM. Mr. Stafford advised that his 
22 | liaison man at IBM was Mr. Hendricks. | 
23 \ 9 And so was a meeting arranged? | 
2A | A Yes. 
fol 25 (Continued on page 142.) 
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A here was Mr. Oztemel an y lf; ‘there was 
| Witham and Mr. Hendricks. 
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i ! ¥V 3 tr} wWmquarter in CW 
HE WITNESS Y« ° 
) What was discussed at thr eeting, Dr tern 
Apart from the initial tre ictions? 
| +! + + f ++ ] 
) a:& 3 QO to nec ul inc t € i er al 
| 
Ip to tlie 1} ISSions. 
ir. Witham was in receipt of a memorand {r 
| 
Mr. Oztcmel. The memorandum was of August 25th, whi 
lnm response to (flr. Par: having asked Mr. ztemel to s 
s11C i le! wdium 
| } 
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organization for the Leningrad Fair. And in essence, Mr. 
Witham said, "We thai... you for your kind offer of help, 
but no, thanks. All our arrangements are in order." 
This took care of that subject. 
THE COURT: You mean all the arrangements for the 
fair were in order? 
THE WITNESS: Yes, 31Yr. 
‘@) Go on, Doctor. 
A Mr. Oztemel then mentioned the impending visit 
of a Soviet vice-minister, Akhimov, and suggested it might 
be helpful to IBM if while Mr. Akhimov were to be here in 
the U.S., if he would be able to meet 18M. Mr. Witham 
said he would discuss that matter with Mr. Jones. The 
only other item that was mentioned was that Mr. Stafford 
was due to return imminently, and we might have another 
meeting *fter he returned. 
19) Dr. Stern, you made reference to a memorandum 
or a letter from Mr. Oztemel to Mr. Farr on August 25, 1971. 


c 


I show you Plaintiff's Exhibit HN for identification. I 


| { 


ask you if you can identify that document. 


A Yes. It is the memo I spoke of. 

@) Did you leave the meeting with Mr. Oztemel? 
/\ Yes. 

Q Did you have a discussion? 
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| 
A Yo S, c lid. 
@) What was the discussion concerning IBM? 
A Again, Mr. Oztemel was rather disappointed at 
the meeting -- 
9D bid he so express himself? 
| 
A In this instance he was disappointed becaase we 
uad offered or he had offered specific help for a specific 
activity, namely, the Leningrad Exposition, and is offe 
was based upon his argument that tle Russians felt that 
the arrangements for the IBM participation were not all 
in order and he, Mr. Oztemel, would he able to help him 
out, and that they turned him down. 
| 
In addition to that, he said -- 
) Before you go on, Pr. Stern, you said that he was 
} 
disappointed and gave that reason. Did he so express 
| 
himself? | 
A Yes, Sir. 
In addition, he went on to say he doubts that 
other than perhaps a dipping of the toe in the water by 
ae wa , ai Ba ‘ 
IBM showing some wares in the Leningrad Exposition, he | 


doubts whether IBM would really go all out in 


with the Russians. The rationale he offered for that was 


the following: He said here is IDM at the time, an $8 Abbe | 


a year firm, doing business half in the United 
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half elsewnere. If they actually decide to really do 
business with the Russians, they would expose themselves 

to a great deal of hostility. In particular, he said, 

the JDL, the Jewish Defense League, would go marching up and 
down with banners against IBM; the Americans for Freedom 
would go marching up and down with banners aqainst IBM, and 
IBM would be much more worried about its image and the 
effect on its other sales. So he could not see IBM really 
getting serious about this, and thec is perhaps why they 


had rejected his help. 
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I 1id a couple of things. I said I, myself, 


tended to disregard the actions of lunatic fringe 


organizations. I said I don't Know what IBM 1s going to do. 


llowever, it is beginning to look as if the U.S. 1S going 
to open up trade. The fact that 
with us at all means they may be considering the possibility| 


of going in and the possibility of using an intermediary. 


‘Io matter how small these possibilities are, if 
IBM were to go in and if they were t ise us, the otential | 
might be very hot. 
That was my discussion. 
9) Was +here any more to the conversation? 
A lo. That was it. | 
This was August 3lst? 
A Yes We were walking from IBM back to the oftieess 
®) You have previously testified yesterday t .at 


on tiis date of August 3lst, there was a discussion in the 
Satra offices which led up to the preparation of a proposal 
for a contract by Mr. Mott which Mr. Oztemel signed, writing 
something on the third page, and gave it to you. 


ld you tell the jury where in time one fitted 


WON 
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in with the other? 
A Once we closed out our discussion of IBM and 
its possibility or not possibility of doing business with 


} 


the Russians and/or engaging Satra, I then opened the 


issue of the agreemeit that we had confirmed by phone the 


THE COURT: [ am not quite clear ahout that, 
- rn. fou mean after you finished talking on 
August 25th about whether or not -- 
THD WITNESS: I may have the dates wrong. 
\re you talking now about August 3lst? 


We are talking about 3l. 


THI COURT: August 25th was the date of the 


rik WITNESS: That's right. 
HE COURT: And the meeting, the last meeting that 

you have described took place on August 3lst? 

MR. HWELLERSTPIN: There was a mecting on the 
4th, according to Dr. Stern's testimony, and then there 
wW&@s a memorandum to IBM and the. a subsequent meeting on 
the 3lst which Dr. Stern testified to a few minutes ago, 
and now he went with Mr. Oztemel. 


\ (Continuing) What was still laying on the table 
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the 25th, her I ild qet $7,50 i mont ind my 
icé pta Ss % t r liscu ( it him over the Weer 
en f t t the 29th. 1 then we went to this 
mecti it I igust 3lst, and coming back fror 
thie ct P ere or liscussing the lieetir I 
7 P Ll ight, ot let’ jet to the su 
Ur latiol L} 
Wher¢ that iscus yn t e pla 
in th t t t the office? 
VW n ¢t CI { 11 
ich t t it ffices. 
r. Stern, in the course of your conversations 
with Mr t el, in ther: it itra, ip ¢t the 
time we have covered in your testimony,up throu jh August 
and the signing of that document by Mr. Oztemel in the for 
of two proposals to you, have you ever said, in words or 
substance, that you controlled IB'’I's decision? 
i jou iid, in words or ibstance, that you 


controlled whether x not IBM would do business with the 
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| 
lave mu SAlG, 4. wi é ipstance, that you 
' 
controlled the decision whether IBM would use an inter- 
} 
nediary such as Satra Corporation? 
| 
lo 
| 
I ‘ you Exhibit D, ! 1 is the Satra pr osal, | 
' 
t I osals and your acceptance < the first proposal. 
et me ask you, Dr. Stern, what did you under- 
' 
star you jations to be under that agreement? 
| 
IR. HILL: I object to that, your llonor. I 
ion't know that his understanding is relevant. 
‘HE COURT: The jury has to construe what the 
intentior »9f the parties are. Let's discuss it. 
(At the side bar.) | 
' 
MR. HDLLERSTEIN: If your llonor please, if Mr. 
Hill's objection is that the document speak for itself 
and nothina outside the document is to be admissible in 
construing it, especially as to Dr. 5Sté rn' obligations, 
| 
| 
I will accept that. | 
If his contention is that matters outside the 
document can be introduced tc explain it, I would like to 
go into it. 
' 
It is Mr. Ilill who has to make his choice as to 
the theory 
MR. HILL The burden isn't on me, your llonor 
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uw 
oO 


I'm not bound by this objection -- 


THE COURT: What do you intend to bring out at 


time? 


Ss tim 
MR. HELLERSTEIN: That he understood he would 
bring ILM into a contract, to do his best to make 
nice profits if such a contract developed, and generally -- 
THLE COURT: In the context of this case as to the 

allegation of misrepresentation and the probability that 
material outside the contract will be brought in on 
the defense case, I will allow the question. 

(In open court.) 

(Ouestion read.) 
A I'm answering now only with regard to Alternative 
No. 1, which is che one I accepted. 

Q What did you understand? 

A With regard to that, I received no salary, no 
personal financing, anything like that. I ama partner, 
I share equally in the revenues. What that meant to me 
was, I was to see that there be revenues as much as possible 
and { would profit thereby. I mean, that's No. 1, as compar 
it I had a salary, I may not have that much of a concern 
then. 

(9) You understood that whatever could be done -- 


Yes, that's the only way I was going to get any 
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money. 

THE COURT: Will you first tell us what you under- 
stood what your obligations were to be? 

THE WITNESS: My obligations were, number one, 
to bring about an agreement between IBM and Satra. This 
obligation seemed to exert considerable effort on Satra to 
continue activities in this regard. 

Keleative te the Mack Truck situation, they had 
held lavish parties, they had suites at the Waldorf -- 

THE COURT: That is not considered as an answer. 
Dr. Stern, what were you supposed to do? 

THE WITNESS: I was supposed to help to bring 
about an agreement between IBM and Satra. 

THE COURT: Would it be fair to use the expression 
as sometimes is used elsewhere, that you were to use your 
best efforts? 

Tic WITNESS: Yes, sir. 

Q What, if anything else, were yov * ‘nposed to do, 
as you understood it? 
In addition to bringing out the agreement between 
the parties, I was to continue to work with IBM in 
explaning and offering the kind of services that Satra was 
capable of, and Iwas to work with Satra in helping identify 


opportunities where IBM might be useful with the Soviets. 
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2) Was there anything else said by discussion or 
understanding, that there was something vou were supposed to 
do under that agreement? 

A Nothing specific. 

Let's go hack to the discussions ahout IBM. 
We've gone as far as August 31. Anything after that? 

A Yes. Mr. Stefford returned from Europe and I 
scheduled a meeting which was held December 3rd. 

9) With whom was that held and where? 

A The Satra offices. From IBM there were 
Mr. Stafford and Mr. Hendricks. From our side, Mr. Oztemel 
and myself and Mr. Oztemel introduced Mr. Giffen to the 
scene for the first time. 

9) What position did Mr. Giffen tld? 

A He, at the time, I think, was the president of 
Satra Consulting Corporation, but somewhere in there, I don't 


know exactly when, he became vice president of Satra. 


fe) You tell us this was on December 3? 

A That's right. 

9 Tell us what was discussed. 

A The IBM personnel began to inquire as to specific 


services that Satra might be able to perform, if IBM decided 
to go into the Soviet market, and if they would engage an 


intermediary such as Satra. The reason I keep using the 
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word if, Mr. Hendricks in particular raised things like you 
must understand if the Russians march into Rumania, IBM 
won't qo near the Soviet market and things like that. So, 
we were still a contingen:. In the discussion of the 


possible services, Mr. Hendricks, whom I have identified as 


the inside staff man, as compared to Mr. Stafford, would have 


been out in the field, within the Soviet bloc. Mr. Hendricks | 


asked about the difficulties in getting visas and hotel 


accommodations, travel and things like that. 


2) What other points were discussed at the meeting? 
A Mr. Stafford and I began to turn discussion more 


towards what I will call professional services instead of 
. . . . | 
administrative services. 

.@) What was said? 

A ‘ry. Stafford spoke about their need for high 
level introductions, their need for assistance in financing 
of the deals in those inferences where the Russians would be | 
unable to pay in western currency and in addition to financing, 

| 
the possibility of barter. I spoke about getting better 
| 
guidance as to the actual needs by the Soviets for this kind 
of equipment, and getting but a feel and evaluation of the 


technical level capability within the Soviets, so that they 


can absorb the kind of equipment IBM made and would be 


willing to offer them. That is mv recollection of the essence 
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of the meeting. 

0 What happened next? 

A We adjourned for lunch at the Satra dining room | 
and continued a more informal discussion there. I had heen | 
delegated hy Mr. Oztemel to represent the Satra side. | 

9) When did that happen. Doctor Stern? 

A That actually happened in the office before we 
went to lunch. 

9) Before you had the mecting with the IBM people or 
afterwards? 

A No, it was during the meeting. 

(a) During the meeting? 

A Yes. 

(9) What did Mr. Oztemel say? 

A Mr. Oztemel said that Doctor Stern will continue 
those discussions about services and what they are liable to 
cost, he will represent our side on those discussions and it 


was announced that Mr. Stafford would represent the IBM side. 


9) With respect to Mr. Oztemel's statement, to whom 


did he say that? 


A To both Mr. Stafford and Mr. Hendricks, in the 


presence of Mr. Giffen and myself. 


0 You said that you then had lunch. : What happened 


after that? What was the next point in time that something 
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happened with respect to IBM? 

A There was one other thing that happened at the 
meeting, I'm sorrv. 

THE COURT: Before lunch? 

THE WITNESS: Yes, before lunch. 
A (Continuing) Mr. Hendricks presented a letter 
that Mr. Jones had signed, to a Mr. Akhimov of the Soviet 


Union, inviting him to speak with IBM while he is here, 


Mr. Jones said he understood Mr. Akhimov was going to come 


sin 


here, and the letter was given to Mr. Akhimov for transmittal J 


THE COURT: The original letter? 
THE WITNESS: Yes. 
0 In other words, Mr. Oztemel was to bring the 
letter from Mr. Jones to Mr. Akhimov? 
A That's right. 
9) When was the next time that something happened 


with respect to the IBM relationship? 


A From September 30, there was a flurry of discus- 


sions between Mr. Stafford and myself. 


@) Person to person or on the telephone? 

A Both. 

Q What eventuated out of the flurry of discussions? 
A The next high’*iaght of the discussions was, we had 


a lengthy luncheon meeting September 8, wherein we reached 
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“ |} certain tentative agreements. 


3 0 Who is we, Doctor Stern? 
4 | A Mr. Stafford and myself. 
5 9 And would you tell the Court and jury the suh- 
6 || stance of those aqreements that vou reached? 
7 } A Yes. I suggested to Mr. Stafford that rather 
| 
8 | than IBM consider buving a pig in the poke, we might consider 
9 a honeymoon or a trial relationship for 9) days, to see if 
10 || IBM could then become satisfied that in fact Satra would 
i offer services which would be most helpful to IBM. 
1 | 
; 12 9 I take it a honeymoon would be better than a pig 
| 13 in the poke? 
| 14 | A Yes. Towards that end I offered a particular 
| 15 narrative. I said we would agree beforehand on a particular | 
| 
| 16 long-term agreement between IBM and Satra. However, this 
| 7 agreement is contingent upon the successful completion of 
i} 
18 | certain events during the 90 days, the events heing the | 
ig | following. One, Mr. Akhimov incicate to Mr. Jones that 
20 although the Soviet Union is angry at IBM for having snubbed 
21 them before, that the Soviet Union was now willing and havpy 
2 | to do business with IBM. Number two, the volume of business 
23 || that the Soviets would expect to do with IBM, would be sifni- 
2A ficant enough to make it worth IBM's while, and number three, 
25 | Mr. Akhimov would give blessings to a relationship hetween 
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My offer was if we 


off the hook. 


(Continued on page 
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cn 2 | 0 To whom did you express this? | 
| 
3 |] A Mr. Stafford. | 
4 | 2) This was at this lunch? 
. || 
an | A Yes. 
1] 
6 | 9 And I think you aid September -- 
| 
7 @ A September the 8th here in New York. 
1} 
6 9 What did Mr. Stafford say to vou? 
9 A He thought that would be a qood technique, it 
10 would be a showing of good faith in the IBM hierarchy, and 
11 || he thought that that could very well be a saleable way of 


|| actively exploring a final relationship with Satra. 


We then went on to discuss the quts of what such 


4 || a final relationship with Satra would be. 
i} 
1} | 
; , ; 
15 | 9) This is still at the lunch? 
' 
16 A Oh, yes. 
\ 
vw | 9) What did you say about that? 
8 | AN I said we would expect some kind of retainer. 
| 
19 | He said well, that may be awkward for IBM, they are used to 
i} 
‘ i , , 
2 || giving commissions, but maybe or maybe not on retainer. I 
21 || backed off. I said all right, we would like a showing of 
‘ i] | 
22 | good faith on the part of IBM; we would like to see at least | 
J | a nominal retainer, and if that could not be sold, you could | 
2A make that advance against commissions. But we would want 
| 
95 | P 
a some current early income. 
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Then, as regards to commissions we did a 
negotiation relative to that. 


9 Tell the jury what you said. 


A Actually, a very simple negotiation. I asked for| 


five percent on net sales, he offered three, and we shook 


hands on four. 


9) Anything else discussed? 

A When I say we shook hands on four, he said he 
thinks that is reasonable, he now would be going back to IBM 
to discuss this with his superiors, and to try to sell it. | 

} 

9 Was there anvthing more discussed at this meeting | 
that you recall? 

A We hoped to go to Moscow together if we were to 
finalize an agreement. 

9) Following this lunch on the 8th of September, 197) 
lid you relay the substance of what was discussed to anyone | 
at Satra? 

A Yes, sir. Immediately I got back into the Satra | 
offices, I went directly to Mr. Oztemel. Mr. Giffen saw me 
coming in and he ran in. So he was in that meeting also. | a 
told Mr. Oztemei whot he had offered and what at least was 
acceptable to Mr. Stafford, although he had to sell it up 


, wer , , | 
the line, namely, some kind of nominal retainer which may have 


to be an advance against commission -- I'm sorry. 
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Before that, I spoke about mv offering the honey- 


moon, the trial period, which if successful we would then 
have at least a nominal retainer or an advance against 
commission; we would have a commission of four percent on net 
sales, and that I spoke abovw an agreement of five year 
period; but again, that I am not having to buy a pig ina 
poke; if IBM could not achieve some reasonable level of 

sales by the third year, they would be able to hack out of 
the agreement. 

0 What did Mr. Oztemel or Mr. Giffen say about the 
proposition you put of the honeymoon, rather than the piq 
in the noke? 

A They were very willing, since Mr. Oztemel discus- 
sed with me the fact that he wa convinced Mr. Akhimov would 
perform as I had offered. 

Q What did Mr. Giffen or Mr. Oztemel say concerning 
your suggestion of an advance against commissions? 

A Mr. Oztemel was -- oh, the advance against com- 
missions? 

2) Yes, sir. 

A There wasn't much discussion of it at that time 
in the meeting. There was a little discussion afterwards, 
which I will tell you about. 


9 I will get to that. I will ask vou ahout that in 
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for the moment -- 


not much 


lascussion on 


tood out was the four 


that? 


aS overjoyed 


ind lest he 


about that, 


get carried 


know, if you were tro get 


to get two 


\ In the meeting there was 
that at all because the thing that s 
percent commission. 
Yhat was discussed about 
Ay Je , that Mr. Oztemel w 
thet number, the magnitude of it. y, 
away by it, I mentioned, I said, you 
the Mack Truck deal, you were hoping 
Now, here we are geting four, but vou in effec 
yetting two, which is as good as Ma 
thought was very qood. 
9) Let me stop here for a moment. The 
i l that you make reference to, was 


sulta 


nt 


€f your 


one. 


Vac 
res 


Was that the project for 


for Satra, 


testimony 


Yes, it was. I was intimately 


as you discussed 


> 


You said that Satra had 


t 


pe. sent on it 


will be 


*k, which itself he had 


Mack Truck 


that the deal that 


had been involved in with respect to the 


which you 


at the very 


two percent 
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that? 


A No, they had not yet negotiated but they were 


aiming for a two percent commission. They were doing in-hovsée 


calculations on the basis of hoping to get the two percent. 
9 And the proposition, then, that you put before 

Mr. Oztemel, as vou testiiied to, was that he would be 

getting two percent on IBM and you would be getting two 


percent on IBM? 


A That's right. 
9 What did Mr. Oztemel say? 
A He was still overjoyed. He said, “Let's see how 


fast we can get them to sign.” 

You made reference to a subsequent discussion 
concerning the subject of advance against commissions. With 
whom was that subsequent discussion held, and where? 

A After the meeting in the hallway -- after the 
meeting in Mr. Oztemel's office, in the hallway with 
Hanno Mott and Jim Giffen or with one or the other, because 
this was a lot of running, one of them made a side remark -- 

9 To whom did he make this side remark? 

A I think one made it to the other in a way that I 
would overhear, but I heard. Whether it was directed to me, 
I don't know, you know. But a remark was made that, well, 


if there are advances against commissionge, that Doctor Stern 
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would not get half, but the expense reimbursement schedule 


would apply. And I imméediatelv interrupted, I said, but 


advance against commission is in the category of retainer 


current income which I am looking for, for my living. 


Q To whom did you say that, Doctor Stern? 


A To Mc. Giffen and/or Mr. Mott. There was not 


immediate agreement, so I immediately convened a meeting in 


Mr. Schloss' office, he being the treasurer of Satra. 

Q Is that Max Schloss? 

A That's right. 

9) Who was pr sent? 

A Mr. Giffen and Mr. Mott; occasionally one of them | 
walking in or out. 

Q And Mr. Schloss? 

A And Mr. Schloss. 

Q And you? 

A And myself. The issue was resolved. Mr. Schloss 


said that advances against commissions would be handled 


exactly the same as any other current 


income, like retainers, 
and forget it, the issue is over, “and you, Marvin, go out 
and jet an agreement; vou will gec pur half without any 
deductions. Don't worry about it." 
9 Anything more said at that time? 
A No, that was it. 
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2 (2) What was the next thing that happened with respec 
3 to IBM? 
4 | A From then on I had again a series of discussions 
| 
5 | with Mr. Stafford by phone and in person. Then, towards the 
6 | end of the following week, Mr. Stafford phoned me and said, 
| | 
7 | well, it looks like we wouldn't even have to have the trial 
ie 
8 | honeymoon, that if we do get into an agreement with Satra, | 
9 | we'll go directly to the final one. We don't need the | 
10 ! awkwardness of a contingency agreement. And he then asked 
1 for a meeting which would be a decisive one, is the best | 
12 word I could think of, to be held September 17. I have a | 
i | bit of = | 
14 fa) Excuse me, Doctor Stern. You said that decisive 
15 || was the best word that you could think of? 
16 | A Yes. 
7 9) The testimony has to he what was said at the 
18 } time, as hest you can recall. 
| 
19 || A All right. We were going to have a meeting with | 
| 
20 | Mr. Witham on the kind of aqreement that IBM would consider 
21 || or would be willing to enter into with Satra. That to me 
ze means decisive. ” 
| “3 9 Was that what Mc. Stafford said? 
| 2A A Yes, sir. 
25 THE COURT: When Mr. Stafford asked for a meeting | 
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he indicated that it would be with Mr. Witham to determine -- 
THE WITNESS: Yes, sir. 


THE COURT: To determine the substance of the 


agreement? 


THE WITNESS: That's right. 


THE COURT: All right. 
9) Mr. Witham was Mr. Stafford's superior, I think 
you tesified? | 
; | 
A That’s right. | 
9) How was this information communicated to you? InN 
person or on the telephone? 
A That particular one which was tied in with 


forgetting about the trial period, was on the phone. 


(Continued on page 165.) 
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3b 
2 | 2) Was this meeting held, that you made reference to? 
| 
3 || A Yes. 
i 
4 || 0 When was it held? 
| 
a | A It was held September -- I have a bit of confusion - 
| | 
» | 
6 | either September 16th or September 17th, but I am convinced | 
| now it was September the 17th. 
| 
! 
8 | Is that your best recollection? | 
9 || n Yi 
| 
10 Where was it held? 
} 
a \ It was held in Mr. Witham's office, but -- 
| | 
9 |I mre ; ae | 
12 || THE COURT: That is at IBM headquarters in New 
| | 
il } 
3 i} ork? 
| 
14 || HC WITNESS: Yes. Jpposite the UN. 
1} 
i] ‘ 
15 I N -- but the way it was arranged was, Mr. Oztemel 


was out of the country, so I was to bring Mr. Giffen, 


| . 
m4 the next ranking officer. 
1] | 
| } 
18 || 2) And did you do that? 
] 
19 \ A We arranged, Mr. Stafford first wanted to meet 
| 
| ; 3 
2 | with me alone at lunch, before the mecting, and then we 
i] | 
| ; 
21 |} would all have the meeting after lunch. So I had lunch 
1] 7 | 
22 || with Mr. Stafford; Mr. Stafford and I went over to Mr. 
| 
‘ i] 4 , ed 
23 || Witham's office. e were joined there by Mr. Giffen. | 
} | 
24 || With respect to this lunch between Hr. Stafford | 
| 
25 and you, who invited whom, if you remember? 
| 
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by point 
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5 fhis being all on his initiativ 
went over each point at a time. es, yes, et ¢ 
We drank a toast, and we were going t 
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though. 
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1] 
i} 
i| ‘3 ‘i . 
2 |i Was this at IBM headquarters? 
} ‘ , 
3 1 A res. 
4 | 2) What was said there, in substance? 
5 | \ ir. Witham presented to us the draft of a letter 
} | 
6 of intent for agreement between IBM and Satra. 
- . 93 9 P } 
] ‘o whom did he present it 
| 
] 
8 | P o Mr. Giffen. | 
} 
9 Was anything said about this presentation? 
| 
| 
\ Well, there were several minor things that had to | 
11 be cleaned up in the draft. 
| | 
2 Are you interested in that? | 
- | 
| 
13 Well, let me go on. | 
14 I show you what has been marked as Exhibit MM 
5 |i and I ask you if you can identify that document. 
\| 
G6 nN This is the final document. 
7 | Was this document delivered by IBM World Trad 
\ 
18 | ‘orporation to Mr. Giffen at the meeting? 
\ 
i} ; ; 
19 |} \ recs. 
| 
! 
0 | Did you see it at the time? 
21 || teS. 
| 
2 || MR. HELLERSTEIN: I offer it in evidence. 
| - ” 1 
23 | THE COURT: When you say it was final, do you mean 
| 
” |i that there was a draft first by Mr. Giffen and then there 
| 
- 
95 «Ii was some discussion and it was retyped? 
| 
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THE COURT This was the final version, is that 
right? 

THE WITNESS That's right. 

IR. LLLERSTEIN: I fer it in evidence, your 
lionor. 

MR. ILL: Oo objection. 

I COURT: Received. 

Plaintitt’ Exhibit Ii was recei 1 in evidence.) 

(Pause ) 

es tern, I refer ou ¢ the second paragraph 
of that do A LG I ls ing. to. I ei 1C L a 
percentage of 3.5 described a commission to be payable 
to Satra on sales of data processing equipment. You made 
reference to a commission of 4 percent. 

las there discussion how there was this change? 

As a result -- 

@) Just tell the discussion. 

Yes. 

‘h tory is we had bhcen informed of IBM's total 
sales, 85 percent of those sales consisted of data 


processing equipment, et al. “he remaining 15 


consists of office 


Jiat-have-you, We 
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were we to enter into an agreement, we would represent 


or drag along all IBM. Now, at the meeting IBM was embarras$ed 


to say that they had not done their homework well; they 
had not discussed with the manager of the division who 
handled office products, and in a large organization one 


does not make commitments for a division manager without 


his knowing ahout it. 


Therefore, they asked could we possibly wait 
for incorporating office products for a week or so until } 
they could discuss it with him. 

( Was there a commission discussed for office 
| 
products? 
: 
A We said surely we would wait. They notified us 


that they make double the commission themselves -- well, 
that they make a significantly higher profit on office 
products than they do on data processing. They would 
thereby be willing to give us double the commission -- 

O 7 percent? 

A On office products -- in the net, than on data 
processing. 

So with a very simple mental calculation, it 

works out that if we get 3-1/2 percent on 85 percent 


of the total volume, together with 7 percent on 15 percent 


{ 


of the total volume, the aggregate average commission comes 
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which was what 


That is the ylanation of the 


Not being a mathematician, 


out to 4 percent. 


That is understandable. 
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res. 
, 1] he 7 how vou were involved 
0 fell the jury how you were involved. 
4 Again, Mr. Oztemel and Mr. Giffen wer 


e each 


iway I ad eetings with r. Stafford, then with a 
Mr. Me b, W was the IBM attorney who was doing it. 
\ ‘ mes -b? 


late afternoon i septembe! the 2zist. Ix Wit! 


iam was to 


be leaving town something like 9:45 a.m. September the 
2m I tayed up overnight and did what I could. I had 
‘ in es ohb at | on ti morning 
of ap le ber t 4 22 id. 
Fortunately, they use these IBM typewriters 
with the magnetic tape so the ere able to very rapidly 


put i the changes that I suggested, and they were willing 


Mr. McCobb and I went to Mr. Witham about 9:30. 


Mr. McCobb put his initials on it and tir. Witham signed it. 


I show you Plaintiff's MPxhibit Ii for iden 
tification, Dr. Stern. I ask you if you can identify it. 
\ This is the document that Mr. Witham signed with 


Mr. McCobb's initials next to his, on September 


about 9:30 in the morning in his office. 
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What happened after it was signed by Mr. McCobb? 
" No, 1t was signed by Mr. Witham. 
Excuse me, by Mr. Witham. 
What happened next? 
\ I took the document to the Satra office to get 
their signature. 


To whom did you bring it? 


fo Mr. Max Schloss, who was now th enior 
cutive here in the States 


Where was Mr. Oztemel? 


In Moscow, Mr. Giffen being in Moscow, also. 
| 
| 
| 
What did you do wit ir. chlos: 
A [I gave him the document which had been siaqned | 


by IBM for him to review and sign it on behalf of Satra. 


Did he sign it? 


MR. HLLLERS“EIN: I offer the document into evidence 
as Plaintiff's Exhibit H. 
MR. WILL: No objection, your Honor 

« 


rilki COURT: All right, received in evidence. 


(Plaintiff's Exhibit HI] was received in evidence.) | 
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1s, but another document would have 


-essing. 


‘e a retainer to the consultant of 


lays thereafter, an additional $25, 


the consultant and tlic company in 


results and the future outlook for sales. 
if COURT: The company referred to 


ronsultant referred to is Satra. 


. HBLLERSTEIN: Thank you, your 


Did this aqreement then give Satra t 


rom the date of execution of 


175 


to be 


The 3-1/2 percent here was only applicable to 


ese advances shall be charged against future 


¢ 


TBM 


_ 
ot 
- 


he potential 


ased on 3-1/2 percent of commissions and, in 
retainer of $50,900, 1ich is als to be an 
1lnst commissions? 
° LLERS I? I ask you to turn the page t< 
agreement.” I would like to re i Paragrap!) 
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(Recess.) 
(In open court; jury present.) 
A RW iH os Tf EE RON, resumed, 
OQ Dr. Stern, I show you Pxhibit I for identification] 
a dccument entitled "Consultant and financial representation 
between Satra Consultant Corporation and IBM World 
" 


Trade Corporation. 


Can you identify this document? 


\ Yes. 
What is it? 
4 It is exactly the same asc the document before, 


except the tirst one was between [bl!i and Satra Corporation, 


and tie new one is between IBM and Satra Consulta 


. | 
| 
Corporation. | 

| 
O At whose request was the change made? 
A Satra's. 
MR. HULLERSTLIN: I offer it inte evid..ace. 
MR. HILL: No objection. 
THE COURT: All right. Received, 


(Plaintiff's Exhibit I was received in evidence.) 


THE COURT’: Was this executed the same day as 


afterwards? 


THE WITNESS: I can only give you the information 
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I have. [ 


made arrangements on September 22nd for the first 
one to be re-executed, but then I nad to leave town, so 
I don't know. 
QO In any event, your testimony is, the change is 
the change in name between Satra Corporation and Satra 
Consultant Corporation? 
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With Satra Consultant Corporation, the subsidi 


becoming party to the contract? 
A Yes. 
MR. HELLERSTEIN: I am not clear, your Honor, 
you ruled on my offer to introduce it into evidence. 
THE COURT: Yes, I ruled favorably, and there 
was no objection. 
MR. HELLERSTEIN: Thank you. 
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9 I show you Exhibit J for identification, Doctor 


Stern, and I ask you tc identify this document. 


A Yes, I can. 
Q What is it? 
A It is, as an inducement for IBM, to change their 


agreement from one with Satra Corporation to an agreement 
with Satra Consultant Corporation, and to assure IBM that 
they will still get the benefits of all the services they 
had hoped to get under the original; they guarantee those 
services. 

9 In other words, Exhibit J is a guarantee of 
Satra Corporation to I83M for whatever may be the obligation 
of Satra Consultant Corporation? 

A That's right. 

MR. HELLERSTEIN: I offer it in evidence. 

MR. HILL: No objection. 

THE COURT: Received. 

(Plaintiff's Exhibit J was received in 
evidence.) 

@) Doc.cr Stern, I show you Exhibit E for identifi- 
cation, a letter from Mr. Schloss of Satra Consultant 
Corporation to you, dated September 22, 1971, and ask you if 
you received that letter? 


A Yes. 
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MR. HELLERSTEIN: I offer it into evidence. 

MR. HILL: No objection, your Honor. 

THE COURT: Received. 

(Plaintiff's Exhibit was received in evidence.) 

MR. HELLERSTEIN: I will give copies to the jury. 
This is a letter addressed to Doctor Stern, dated 


September 22, 1971. 


| 
| 
| 


"In connection with the agreement presently being | 


negotiated with IBM World Trade Corporation for representation 


of it in the Soviet Union, we would like to advise vou that 
it is in our best interests that this agreement be concluded 
by and between the Satra Consultant Corporation and IBM 
World Trade Corporation with Satra Corporation our parent 
company acting as guarantor on its own behalf and on behalf 
of its other subsidiaries. Should such an agreement be con- 
cluded with Satra Consultant Corporation, we of course, 
undertake to guarantee the agreem nt entered into between 
you and our parent company, Satra Corporation, dated 
September 21, 1971. Any amounts which mav become due and 
payable to you by virtue of the agreement with IBM World 
Trade Corporation shall be our obligation to you as well as 


that of our rarent company. 


"Very truly yours, Satra Consultant Corporation 


hy -- 
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9 Do you recognize the signature, Doctor Stern? 
A Yes, Max Schloss. 
9) And you knew him to he the treasurer of Satra 


Consultant Corporation? 

A Yes, and the other one also, he was treasurer of 
both of them, I believe. 

9) At the lower left, it reads: “Guaranteed and 
approved, Satra Corporation, by" and there is a signature. 
Is that Mr. Schloss' signature? 

A Yes, it is. 

9 So he was the treasurer of both Satra Corporation 


and Satra Consultant Corporation? 


A Yes. 

9 And this is their guarantee to you? 

A Yes, 1 is. 

2) Doctor Stern, I show you Exhibit K, the document 


entitled Supplemental Agreement between Satra Consultant 
Corporation and IBM World Trade Corporation, modifying the 
consultant and financial representation agreement made as of 
September 22, 1971. 
Can you identify this document? 
A Yes. 
@) On page 2, are these the signatures of IBM World 


Trade Corporation and Satra Consultant Corporation? 
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I believe so. 


What was the purpose of this document, if you 


Yes. This is the addendum I had spoken about 


before, whereby office products is included into the original 


agreement with Satra, but here the commission is for seven 


percent. 


oO 


| 
P ° | 
Is it your testimony that the three and a half | 


percent commission under the data processing contract and the 


seven percent commission under the office products, by 


mathematical calculation will come out to four percent? 


A 


0 


Yes. 


MR. HELLERSTEIN: I offer it. 


MR. HILL: No objection. 


(Plaintiff's Exhibit K was received in evidence.) 


Doctor Stern, the agreement between IBM and 


Satra Corporation which the jury previously saw, called for 


| 
| 
| 
THE COURT: Received. | 
| 
| 
| 


a $25,900 payment being made by IBM to Satra in October of 


L972. Do 


by anyone 


A 


you recall that? 
Yes. 
Nid there come a time when you were paid any sum 


at Satra? 


Yes. 
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} 
2 9) How much were you paid? 
3 A Half of $25,000. I was given $12,500. 
4 || 9) Without any deduction? 
5 | A That's right. 
i} 
6 ! Q About what time were you given this? 
7 ] A About October the 10th or so. 
8 | 9) Doctor Stern, following that date, did you have 
9 ! any conversations with anyone at Satra concerning your 
10 | arrangement with Satra Corporation, your contract with Satra | 
1] | Corporation? 
i2 } A Yes. 
| 
13 | .) When was that? 
14 | A On -- well, let me amend myself. There had been | 
15 a very minor comment earlier in October, but nothing subse- 
| 
16 | quent. 
17 | 9 The statement you gave, what date was it? 
i} 
18 ! A On November 16, at 2:39 in the afternoon, | 
19 | Mr. Oztemel with me and Mr. Hanno Mott and his attorney were 
20 both present. 
21 9) At whose request was this held? 
22 | A He finally asked for this particular meeting. | 
2 Q You were present, Mr. Mott was present and 
2A | Mr. Oztemel was present? 
5Afol 25 A That's right. 
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8) What was said bv Mr. Oztemel or 


and what did you say? 


A Mr. Oztemel said he will come right to the point. 
He likes working with me, so I should he sure to take this as 
being non-personal. However, for commercial 
reasons, our agreement between mvself and Satra 
in its present form and would have to be revised. 


9 Whose phrase is that, for commerc 


reasons? 


A His. I thi -- yes, commercial was 


word, and then legal. For both commercial and legal 


9 Did he say what commercial reasons he had in mind? 
A No. 

2) Did he say what legal reasons he had 

A No. 

9 What did you say? 

A I gulped. I said, I don't know what 


am I supposed to do? He said I should get 


in touch with his. 


9) Anything more said at the meeting? 


A The meeting was adjourned. 


THE COURT: May I ask whether you had an attorney 


advising you prior to this time? 


THE WITNESS: In early October I introduced 
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attorney in an effort to clean up the agreement of August 3l- 
September 1 and my attorney had had a meeting with Hanno Mott, 


as a result of which she had submitted a version of a cleaned | 


up agreement. That is the answer. 

9 Doctor Stern, with respect to Judge Lasker's 
question, had there been any discussion between you and 
Mr. Oztemel or anyone else at Stra Corporation as to whether 
or not the August 31 proposal to you accepted by the 
September lst letter back was a final agreement or something 
that was just some tentative arrangement between you? 

A Oh, no. It was a final agreement. 

MR. HILL: I'm going to move to strike, your 
Honor. 

THE COURT: You weren't asked what your thought 
wis. Mr. Hellerstein was asking you whether there was a dis- 
cussion on that point among you or between you. 

THE WITNESS: No. 

Q What was the discussion concerning any work that 
lawyers had to do with respect to that agre»ment? 

THE COURT: At which time are we speaking of now? 

MR. HELLERSTEIN: Following August 31. I'll ask 
Doctor Stern to identify any conversation. 


MR. HILL: He's already answered that there was 


no discussion. 
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THE WITNESS: No, that was not the same thing. 


THE COURT: Go ahead, answer the question. 
A Very shortly after we had an agreement, which is | 
a rather sloppily worded agreement, Mr. Oztemel said, and 
Mr. Mott said, nobody questioned the fact that it was a valid 
or binding agreement, but it should be cleaned up in form, 


and things like that. Towards that end Mr. Mott and I got 


together to revise it in form not in substance. Mr. Mott 


prepared a draft of his proposed revision of the form the 
August 3lst agreement. 
MR. HILL: Your Honor, I have really tried 
refrain from objecting, but I must move to strike. The 
inswer is a dissertation. It is not addressed to the question 


put on direct. 

THE COURT: Mr. Hill, I agree that you have been 
very calm about objections, although I don't really think 
there have been many occasions to call for objections; but 
you have heen liberal in your attitude. llowever, I disagree 
with you with regard to this particular objection. The 
question was asked what discussions ensued after the 3lst of 
August with regard to the need for revision, if you want to 
cal’ it, of the agreement. Yoctor Stern has answered so far. 


But stick to the subject. 


THE WITNESS: All right. 
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THE COURT: So as I understand it, vou met with 
Mr. Mott once and he prepared a proposed, let me call it in 
my words, revision o. the draft; is that correct? 

THE WITNESS: As to form, that's correct. 

THE COURT: I am not characterizing it. 

THE WITNESS: Right. 

) The agreement between IBM and Satra called for a 
payment to be paid of $25,0N9NM in December of 1971. Were you 
aid half or any part of that payment? 

A No, I was not. 

) Were you ever again paid any money by Satra 


Corporation? 


A No, I was not. 

a) To this very day? 

A That's correct 

9) So, is it your testimony that after you received 
the payment of $12,500 on I think you said -- when was that? 

A Something like the end of the first week of 
October. 

9 Were you ever again paid anvthing by Satra? 

A No, I was not. 


MR. HELLERSTEIN: No further questions. 


(Continued on page 188.) 
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5eld 


CROSS-EXAMINATION 


BY MR. HILL: 


4 ) Doctor Stern, you have had your diary in front 


have been 


A Yes, sir. 
9 You told us about a meeting that took place on 
the 13th, I think, of August, when Plaintiff's Exhibit A wa 
discussed; is that correct? 
A (No response.) 
9 Did yo testify about that meeting on the 13th, 
tg, 
A May T see Exhibit A? I'm not sure I know what 
you're talking about. 
THE COURT: Here (handing). 
A No, I did not testify about 2 meeting on August 
L3th. I testified about the dinner on August the 19th. 
9 Let me ask you to examine your diary. Is there 
an entry that reflects that meeting on August the 19th? 
A No. 
) You had a meeting on August 24 with Mr. Oztemel 
at which you discussed Plaintifr's Exhibit B which was another 
| 
| version of this agreement that you told us e2hout. Is that 
| 
agreement referred to in your diary, or is that meeting 
1] 
i] 
|| referred to in your diary? 
i| 
} 
| SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
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- | A On August 24 my diary shows a meeting at IBM. 
3 | 0 May I have an answer to my question now, 
4 || Mr. Stern? 
! 
5 A No 
6 ) Thank you. 
a j 
_ You have told us that you made a telephone call 
pd - 
on August 28 to Mr. Oztemel; is that correct? 
9 " y 
\ Yes, sir. 
10 Q Is there a reference in your diary to that 
1] telephone call? 
2 A No. 
13 9 You told us about a meeting vou had with 
“oS a imtiffle FB 
Mr. Oztemel on the 3lst when Plaintiff's Exhibit C was signed 
|| That is the alternative proposals. Is that meeting referred 
16 to in your diary, sir? 
4 A Only the meeting at IBM. 
18 9) Could I have an answer to my question, wir? 
9 | A No. 
| 
20 | 9) You have told us that vou had a meeting with 
21 || Llewellyn Thompson, the former United States Amhassador, on 
22 | the 23rd day of June; is that correct, sir? 
¥ } 
3 | A Yes. 
“A | @) Is chere a reference to that meeting in your 
25 diarv, sir? 
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- A No. 
3 Q By the way, Doctor Stern, who introduced you to 
4 Mr. 7iompson? 
5 | A A Mr. Frank Orban, and an employee of Satra. | 
HI 
6 | 9) I think you told us that some time in mid July | 
7 you had a telephone conversation with Mr. Jones of IBM World | 
. | Trade; is that correct? 
9 | A Yes. | 
10 Q Is there a reference to that telephone call in 
il | your diary, sir? | 
12 A No. 
13 fa) On August 6%h you told us vou had a call from 
4 | Mr. Stafford, vou heing in Los Angeles; is that correct? 
1 A Yes. | 
6 9 Is there a reference to that telephone conver- | 
e sation in your diary? | 
18 | A Ry the way, just for the record, this is not a 
19 | diary. This is a caiendar which I carry. It's not a diary. | 
20 | 9 is there a reference in your calendar to that | 
| telephone conversation with Mr. Stafford? | 
= | A No. 
3 | Q Are there references in that calendar to an, 
ts telephone conversations with Mr. Stafford during the month of 
5 August? 
{ 
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A No. 

9 You had a meeting with Mr. Stafford on August 10th; 
is that right? 

A I believe that was the date. 

2) Is there reference to that meeting in your 
calendar, sir? 

A I think you asked me that, and I answered no. 

9) On September the 3rd there is a reference in 


your calendar to a meeting which you have described with 


Messrs. Stafford and Hendricks at the Satra offices; is thet | 


correct? 
A Yes. | 
9) You testified here this morning that there were | 
a ~- and I believe you used the word -- flurry of meetings 


| 
after September 3rd. Will vou examine your calendar and tell | 


me how many meetings are referred to in your calendar between 
September 3rd and September 2lst? 

A Before I answer, I must take issue with the state- 
ment in the question which is not what I said. I said there 


was a flurry of activity and discussions, many of which, if 


not most, were by phone. 
Now, if we then put that aside, would you now 
repeat the question, please? 


9) Certainly. 
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A Thank you. 
9 How many discussions are referred to in your 
calendar between September 3rd and September 24th? 
THE COURT: 24th or 21st? 


MR. HILL: 21st, I‘m sorry. 


A The only discussions referred to in my calendar 
was -- what's the ending date? 

@) 21st. 

A Four. 

Q Would you read what your calendar says with 


respect to those four meetings? 

A Yes. May I help vou? 

THE COURT: You don't need to help him. 

(9) Would you just answer my question. 

A Surely. I'm sorry. On September the 8th I have 
a note to call Stafford. On September 8%, I have a note, 
lunch with Stafford. On Septemb.r 16, I have a note, lunch 
with Stafford. On September 2lst, I have a note, meeting 
with Stafford. 

9 Were those the discussions that you were describ- 
ing this morning on your direct examination? 

A Other than the tele e discussions. 

6) To which there is no reference in this calendar. 


MR. HELLERSTEIN: Objectiom your Honor. He made 
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some reference. 

THE COURT: Are there or aren't there references? 
There are some references or no references to telephone calls 
in pur calendar. 

THE WITNESS: The only reference to telephone 
call in the calendar is a note to myself on the 8th that I 
was to make a call to Stafford. 


THE COURT: That is for the period we are talking 


25 


about? 


THE WITNESS: 


(Continued on page 


That's right. 
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Let's go back to the end of 197°, Dr Stern. 
What were you doing at the end of 1970? 
A I was doing management consulting work. 
Q Was this done out of your home in Los Angeles? 
I'm not sure I understand the question. I would 
spend much of my time at that company for ‘shom I was 
doing consulting. 
Nid you have an office? 
I either operated out of my home or operated out 
of an office at a company for whom I was doing consulting. 
) Was one of those companies the Kollsman Company 
on Long Island? 
A That's right. 
THE COURT: How do you spell that? 
MR. HILL: K-o-l-l-s-m-a-n, I believe, your 
Honor. I think that ts pretty close. 


THE WITNCSS: That's right. 


Q What were you doing for Kollsman? 
A I had been offered the job as th president of 
the company. I was undecided, and I wanteu to examine it. 


I entered nto something like a four-month consulting 
arrangement with the board, whereby I would spend almost 
full time at Kollsman examining what their capabilities 


were, what their potentials were, and advising them on 
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planning relalive to moving the company Lo new and 
profitable Fields. 
( What business was Kollsman in? 

oll in 1S an instrument fir \ i had been 
loing imarily avionics instrumen hey had a certain 
mount f hiah precision optical and electro-optical 
capability al ; ch was beiny LAg4 lerospace 
fields 

Wm COURT Was ita inufacturer listributor 

or what? 
nm WITNNSS Tt wa: ictur , design, 
t! qj like that. 
was this a full-time j y 
AN I was a consultant. I got paid a consultant fee, 
in amount to the time I spent. lid spend some time doing 
Other things, also. 

MR HELLEPSTEIN: May we approach the side bar, 
your ftlono: ? 

(At the side bar.) 

‘in. ED AERSTLIN: If mitigation o lainages 1s not 
in the case, I would object, and [ think it is not, I object 
to any continued questions along this line. 

THE COURT: I don't necessarily assume tat Mr. 
ill is asking questions for that purpose. 
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13 


THLE COURT: Would you state what your purpose 1s? 


MR. ILILI.: Sure. [ think we are entitled to show 
what Dr. Stern's experience 1s because it 1S Our view 1n 
this cause, as you Honor knows, that he brought nothing 
to titra other than his representatior that he could 
produc M 1 client. He was unnecessary, but for that. 

I agree wit yuu that's .zelevant 
cy the ju should agree witli i that repre sntations 
were made 

‘ AA Whe TN Lt el to me that point 1s 
quite I evant, youl! bone P bo }sit Viiel er yr not 

tern contributed anything is not material. fhe material 
issue is whether the contract was made on the basis of the 
plaintiff's representations. I think the qualifications of 
I stern seem to me to be lnm iISSuUc’. 

"vib: COUR'T: I think the qualif ications are not 


necessarily in issue. I think they are relevant to the 


question that the jury will have to decide, of whether or 


not there were false representations. That, in turn, may 
lepend in icir mind on the kind of man they are dealing 
with. 


You are perfectly free to argue the point that you 


have made just now to the jury itself. 
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MR. HELLERSTEIN: Thank you, your Honor. 


(In open court.) 


MR. HILL: May I have the last question and answer | 


read? 
THE COURT: Yes. 
(kecord read.) 
Q Other consulting work, Dr. Stern? 
Yes. 
In connection with these consulting jobs, were 
you paid on what I think is known as a per diem basis? 
There are varying arrangements. 


What were your arrangements? 


A With whom? 
@) Kollsman. 
aN The arrangements with Kollsman were, they gave 


me a four-month agreement to spend as much of my time as 
possible, essentially the full. They would pay me $450 
a day for every day I would so spend. They would cover 
all .y living expenses and I would commute back home to 
Angeles every week end. 

) D Stern, at or about this time, had you ever 
been to Russia? 
A No, I hadn't. 


ra) Do you speak Russian? 
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A sOW I then? 
0 Then. 
ay jo, I did not. 
) \t any time prior t< 1970 had you ever beei 
retained to assist in any American company, to obtain 


licenses for the € ort of 90a anufactured in t is 
country to issia? 

g lad not. 

4 ou ever Db¢ retailing rior t 1970 to 


assist an 


198 


sompany in entering into "arter trans 
actions with the Soviet Unior 
° 
cE, WT tk: Ma\ [I as) f beg abd indulae se? 
Could the attorneys, the Judge and myself speak? 
Don't you understand the questio1 
| 
| 
‘4 Yes. 
| 
paT tT TTT ry"} > r vw T r vo r \< ; Tt! »> } 
» HEL rhen, may I[ hav im answer, your Honor? | 
| 
we OURT: Just a minute. LE will allow Dr. Stern, 
if he wants to take a short recess, to discuss something j 
that should be discussed with his counsel 
WITHWTSS! I wWiil nmswer outright, then. 
s you know, I ha been in the Department of 
Defense -- 
COURT: Is there a question of security that | 
you want me to know about? } 
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THE WITNESS Yes, sir. 

THE COURT: I will be glad to discuss that with 
the witness and counsel. The security, I take it, is not 
crsonal security? 

THC WITWELSS 10. 

HI OURT: All right. 

(In the robing room.) 

THF WITNESS What I will say is, in Defense, 
the office f Intelligence and Reconnaissance, and Director 
of the Research and Engineering, the Secretary of Defense 
worked with me. So I have a history in the field. 

After Defense, I was a consultant to various 


agencies in the Government, including a special assignment 
for John McCone when he was head of the agency and things 
like that. And in relationship to some of those things 

I may have been exposed to some means or other of getting 
info. I don't think we ought to go into that It's got 
nothing to do with it. 

THN COURT: I think Mr. Hill's question is much 
more specific than that. It is whether you had personally 
participated in any barter transactions. 

TIE WITNESS: I directed certain things to be 
done, but I myself didn't get involved. 


Mk. HILL: All I want to know is what 
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THE WITNESS rst , no. But If was involved. 
things to be dons 
TUF COUR That i be, but I don't think it's 
or you to bru t 
IE WITNESS That is what I want to make clear 
' 
I'l} JURT re) ( Ir tate, I believe, that -- | 
MR IILL he answer t the question 1S no, your 
THE COURT: That is what it seems to me. he 
the 1uestion that Mr. ilill asked is no. 
(In open court.) 
| 
THE COURT: Perhaps for the benefit of the jury | 
uestion should be read back and Dr. Stern can 
| 
(Question read.) 
No. 
| 
Had you ever been retained by an American company 
in the financing of transactions between | 
tes companies and the soviet Union? 
Oe 
iad you ever been retained to help an American 
move into the Russian market in any way? 
Wo. By the way, I assuine all this means before 
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1971? 
0 Yes 
THE COURT: I assume he means before the trans- 
action u we have been discussing. 
| WITNCSS Yes. 
) Mr. Stern, 1n 197 9 would ou nave lescribed 


ad you, prior to that time, ever been engaged 


by a client to assist the client in installing an IBM 


systc } 

(tio response.) 

Do you understand the question, sir? 

Yes. The general answer is no. 

Did you have any knowledge at the end of 1970 
with respect to what “he capabilities of the Soviet 


Inion were at that point in time with respect to computers? 


\ Yes. 
What was that knowledge? 

As you are aware, I had been in the Department 
sf Defense and both while I was there and afterwards 
I served the Government as a consultant my area being 
the assessment and analysis of either weapon systems or 


strategic techniques and the technical capabilities 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y. CO 7-4580 


6 


os 
te 


13 


14 


23 


4 


co 


1 there 


ligence communite ae 
that the -S. 1 av 
that t nly kr le 
+ Ras I " ' 
é tney 
I nm t t 
at 
eceived the ‘ 
Cur to wnat y ] 
is the Kama r { 
e construction of tr 
t it j iilr le I l 
; ls. 


come a time wh« 
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} ict hancellor at UCLA and while on a year's sabbatic 
he was working with Satra. 
2) What did he say to you when he told you about the 
ima iver project? 
' He told me that Satra was after it, they had 
k a 1 potential client; tha* the U. Department 
f 1d given it an emphatic n n the possibility 
of going ahead; how he felt that the Satra organization 
yas relatively unsophisticated in understanding or 
monitoring ne evolution of major U.S. policy changes, and 
he asked could I meet with them and perhaps help them, 
1 he jescrihe the husiness ot tra to you? 
ruc COURT: What was your question? [ wanted 
to hear ycur question. It may have been the same as mine. 
What was it? 
AR. HILI What did he i rwout aura business? 
risks COURT: I wanted to ask this: 
Is this the first contac* with, or reference you 
had to Satra? 
Till) WITNFSS: The first contact 
et e start really at the beginning 
THE COURT: I don't want to get a long story. 
WInen did you first have any contact with Satra? 
Tih WITINSS Dr. Prochl bumped into me on a plane 
in Necember of 1970. 
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) 


it on this plane ride 


testified to? 


he describe to you during 


the business of Satra? 


Yes. 


What 


LI 


bus 


Did 


Yes. 


» € 


Copp 


Did 


[I ag 


Was 


THE 


MR. 


Noth 


iow 


that 


did he tell you about it? 


said they were perhaps 


the 


he told you what 


cour 


the larqest U 


iness with the Russians, 


he go into any further deta 


He said the Russians had 


Opper firm to qet involved 


er, and do I know anyone to 


he say anything else? 


EL? 


asked 


in exploration 


help 


se 


im 9) 


cf the 


-S. trading 


get 


and 


reed to put him in touch with the president 


. copper-mining firm. 
anything else said on 


COURT: 


HiLb: Yes 


ing of substance. 


long were you with Pr. 


Probably for half of the 


{ 


the fe 


This is the first o 


, your Honor. 


lane 


ne, i 


Proehl on 


e ‘ 


like 
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Did Dr. Proehl say anything to 


MR. HILL: Withdrawn. 


bid Dr. Proehl identify any of 


course of this conversation? 


He was very hesitant to do so. 


No 
oO 
uw 


you about the -- 


Satra's clients 


lle may have 


at that time mentioned Borg-Warner, I'm not sure, because 
he was very, very hesitant. He either did it at that time 
or after. 
oO Wiat is Borg-Warner, do you know? 
Borg-Warner is a firm which manufactures trans- 


missions a 


A 

1@) 

A 
idea what 
you to tel 

Ay 


nd things like that. 


Is it a pretty big company, ir 


You are asking me? 


your judgment? 


| 
| 
| 


Yes, sir, if you know. 

It's a reasonable sized company. 

What does that mean to you? bo you have 

their sales are? 

T can guess. 

Ll aw not asking you to yuess, sir. I would like 
l1 me, if you know. 

Then I won't guess. 

T am asking you if you know. 

iii COURT: Hic wants to hnow if you know the 
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2 volume. If you don't, just say so. 
3 A No. 
4 ‘@) Do you know what its net worth is, sir? | 
} 
5 A Ho. | 
- 
6 Q Do you k..ow anything more than you have told us | 
7 7 -W ? | 
about Borg-Warner? | 
8 | aN Yes. 
1 | 
9 fe) What is that that you -- | 
] | 
| 
lo | A Mr. Proehl told me he got Porg-Warner as a client | 
i} 
1} \ was because the president of Borg-Warner was a personal] 
12 | at } ¢ Ste e2¢€ — } ow 5, ' 
friend of Mr. Giffen’s tather-in-law. 
| 
13 Q ir. Giffen is the vice-president of Satra? 
14 | AN That's right. | 
|| { 
| | | 
15 || () Did he identify any other clients of Satra 
| 
16 on this plane ride? 
| j 
Wt A No. The only other thing he told me about the | 
| 
18 || business is that they are the major importer of chrome. 
19 O Did he tell you anything else? 
| ; 
20 || He alluded to the truck thing but wouldn't go 
i into it and would not reveal the name of any companies. | 
| 
22 I O Me didn't mention Mack Truck at this time? 
23 A Not at that time at all. 
2A i 2 Nave you now told us everything that you now recal 
25 of this first meeting? 
| 
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A le enjoyed his experiences in yoing to Moscow. 
Q inything else? 
A Oh, that Giffen had been a student of his in 
international law, a rather averaye, he said. 
@) He said Giffen was a rather average student? 
\ Yes. 

And he had helped him to aetting into the field 
that Giffen was in now, and this is wh: <. Proehl was 
working with Satra. 

(@) Did he tell you anything else about Mr. Giffen? | 
| 
A No. | 
@) Did he say anything about Mr. Giffen having weittey 
a book ahout trade with the Soviet Union? 
A I don't think that came up during that plane ride. 
9) Did he tell you that Mr. Giffen was a lawyer? 


A You may have misunderstood me. 

Dr. Proehl was a professor of international law. 
Vhen I Said that Mr. Giffen had been a studen of his, I 
meant to say in the field of law. I'm sorry if I didn't. 

Did he tell you that Mr. Giffen was a lawyer? 

A Yes. 

9) Do you recall anything else that was said during 
the course of this plane ride? 


i Wo, I do not. 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y co 7.4580 


10 


11 


12 


18 


19 


269A 


5 hpmech Stern-cross 208 


9) Nid there come a time when you had another 
meeting with Dr. Proehl ¢t which the subject of Satra was 


discussed? 


@) When was that? 

THE COURT: Was the next one the one at which you 
started to tell us about, where you discussed -~ 

THit WITNESS: There were a series of calls and 
meetings. Dr. Proehl lives very near to where I lived and 
we wou!’ “ee each other socially. 

The first area of activity was, I called the 
president of this company and I put them together. 


THE COURT: The copper company? 


TUL WITNESS: Several. 
9) Dr. Stern, I wonder if you would bear with me 
and just ] e when you next had a meeting after the 


} 


plane ride with Dr. Proehl, if you know. 
A I don't know exactly when. 
Do you recall what transpired at that meeting, 
what did Dr. Proehl say to you and wnat dia you say to 
Ir. Proehl? 
TIE COURT: Which meeting? 


MR. HILL: The next meeting that occurs a:iter 


the plane ride, your lIlonor, which we can't fix the date of. 
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Dr- ?roehl at some time or other, within 


of months on the outside, revealed to me that Mack 


a couple 


Truck was 


their potential client relative to the Kama River project. 


0 Ie described Mack as a potential client? 


That's right. 


O What else was said? 
aN i 4ULing the discussions he lamented the fact that 


he felt Satra was not sophisticated enough to foll 


actively the possible relaxation of some of the pu 


Ow 


3c 
ies 


Washington, which might allow for U.S. participation 


the Kama River project. 

Q bid he say any* .ing to yor with respect 
having a Washington office at this time? 

\ Yes. 


O What did he say? 


to 


>s in 
in 
Satra 


lie said that Satra Corporation was utilizing, 


in Washington, the offices of J. M. Chambers & Company. 


Q Did he tell you what J. ! 


was? 

\ Yes 
Proehl who had once worked in Washington himself, 
Prochl considered Colonel Chambers to be a hack. 

Q That's what he told you? 


‘\ ies, Sir. 
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@) What else did he tell you? 


A And he said it's very unfortunate if Satra 
allows major projects to go through their fingers because 
they weren't exerting the proper effort to inders-and 


evolution of policy in Washington, relative to the issues. 


0 What else did he tell you, if you recall? 
A io asked would I meet Mr. Oztemel and Mr. Giffen 


snd see if I couldn't evaluate their capability or lack 


f Capability of Washington representation, .and advise them | 
| 
accordingly. 
Was anything else said? 
lot that I recall. 
| 
los 7 . 4 } } | 
¢ Was there any discussion on the subject when you 
. . . | 
are going to get paid for this service? | 
\ Wo. le did make efforts to get me involved 
' 
ns . : : he 
in the Cerro thing so I could coilect a commission Ill 
| 
anything would come out of it, but I was involfed and 
I did it merely as a gratuitous thing, and I told him. | 
0 You told him you were going to do it for nothing? 


erco, absolutely 


@) Wait a minute. Now we're talking about the 
Cerro Copper Company? 

A That's right. 

n I am asking you, and T thought it was clear -- 
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and anytime iny questions aren't clear, you tell me -- did 


you tell Dr. Proehl you would render these services in terms 


of evaluation of Satra's capabilities to deal in the 


Washington area for nothing? 

A I said relative to what I did for them with 
Cerro, which was merely to pick up a phone and make 
introductions, whereas Dr. Proehl was urging me to stay on 
the scene to collect some kind of fee, I said for picking 
up a phone, that's nonsense. I said if I have to go down 
to Washington and spend a couple of days, then I would have | 
to ask for a consulting fee. 

) So I am clear, because I am now no longer clear, 


Dr. Stern, this conversation in which you picked up the 


phone and called about Cerro, did that take place before 
you met with Dr. Proehl the second time? 

MR. HMLLERSTEIN: I have an objection as to whether 
‘Mr. HI1l1l feels himself clear or not. 

THE COURT: Yes, it is important the jury is clear, 
but let's go on. 

The question is whether you made the Cerro calls 
and introduction before what? 

MR. HILL: Before the second meeting with Dr. 
Proehl on the airplane. 


1 met Dr. Proehl on the plane. lle discussed the 
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i 
2 i copper situation. 
of THE COURT: That was in December of1970? 
| 
4 i THRE WITNESS: That's right. 
5 , (Continuing) After tne plane, I phoned the 
6 | president of this company and I put them together, for 
7 them to start to meet. Dr. Proehl phoned me back and said 
te) I should be involved to be sure I get a commiSsgion. I 
gy 1! . , 
‘ said I'm not interested in that, you know, that's not my 
10 | thing. 
i} 
iz | When he subsequently asked me to offer my 
2} services to evaluate the ca,ubility of the Chambers Company 
13 | in Washington relative to providing the kind of assistance 
14 | that Satra would need, which was well beyond the normal 


6b | export license, I said for me to spend a couple of days 


16 || in Washington, I would have to charge a fee. 
| 
17 lle said that's the least of the issues; please, 
18 please, coul I take the time, come in to New York, and 
i 
| ne a - 
19 || I would meet Mr. Giffen and Oztemel, and he hoped I would 
i} 
a see my way Clear to devoting that much time. 


25 


| 
| 
| 
l 
SOUTHERN DISTRICT COURT REPORTERS, US. COURTHOUSE 
FOLEY SQUARE. MEW YORK, NY co 7.4860 


to 


24 


25 


1 


274A 


hpd Stern-cross 213 
(2) And did there come a time thereafter when you 


visited Mr. Oztemel and Mr. Giffen? 


A Yes. 
0 When was that, sir? 
A There is a meeting on March the 25th. Whether 


there was an earlier one or not, I'm not sure. I guess thac 


may have been the first one. 


2) Was Mr. Oztemel at that meeting? 
| 
A He was supposed to be, but it worked out he was 
not. 
9) Whom did you meet with? 
A Dr. Proehl was supposed to he there also, and he 
did not come. I merely met with Mr. Giffen. 
@) How long did that meeting last, if you recall? 
| 
A About an hour. 
9) What happened at the meeting? What did 


Mr. Giffen sav to you and wit did you say to Mr. Giffen? 

A Giffen asked me would I help them to get export 
licenses for $4,000,000 worth of oil, tool machinery. I 
said, I don't know anvthing about getting export licenses, 
you know. W.. finally discussed the Washington office that 
Satra was using to assist them. I said I might he able to 


get you an evaluation on that. He was interested in that, 


and he was interested in my coming hack to meet with 
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Mr. Oztemel also. 


a) Was there any discussion about your being retainep 


at that meeting, on the 25th? 
A No, there was not. 
THE COi Am I correct in understanding this 
is the first time you had actually ever met with anybody 


from Satra? 


THE WITNESS: That's correct, except Mr. Oztemel. 


THE COURT: The first time you had been to their 


offices? 
THE WITNESS: Yes 

2) Did you advise Mr. Giffen with respect to what 
your normal charges were as a consultant? 

A Not at that meeting. 

a) Nid you discuss with Mr. Giffen what your 
experience was; in Washington? 

A No. 

Q Did you discuss with Mr. Giffen where or from 
whom vou were going to get an evaluation of the Chambers 
Company? 

A ‘io, I merely offered to make a couple cof tele- 
phone calls. That's all. 


oO Did you tell them who vou were qoing to call? 


A No. 
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9 Do you recall if anything else was said at that 
meeting? 
A No, I do not. 
9 Can you tell us when the next meeting was -- 


let me withdraw that. Let me ask you if in connection with 
the meeting of the 25th of March, whether there was any 
discussion which you now recall with respect to the business 


of Satra, what Satra did? 


A I had already gained some of that knowledge 


from Dr. Proehl and -- 


THE COURT: We know you have. What was discussep 
there or -- 
A (Continuing) Very little in addition to what I 


have already said. 


9 Do you recall what was said? 

A I'm afraid I do not. 

9 Do you recall anything else that was said on ie 
25th? 

A No, I don't. 

@) Was there any discussion of the possibility of 


a subsequent meeting with Mr. Oztemel? 
A Yes. I mentioned that. 
Q Was a date fixed? 


THE COURT: Doyou know whether on the 25th of 
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March, you fixed a date to meet with Mr. Oztemel? 

THE WITNESS: I don't know if a date was fixed 
or that was to be confirred by phone. As a matter of fact, 
my calendar shows that there was to he something during the 
week of the Sth because I have a note. 

THE COUN : Of April? 

THE WITNESS: Of April. 

Q Did that meeting take place? 
A I show a meeting with Mr. Giffen and Mr. Oztemel 
on April the 9th, at 10:99 a.m. 


0 Do vou recall that meeting taking place? 


THE COURT: Was thir the first time you met 
Mr. Ozte..el? 
THE WITNESS: Yes. 

9 Can you tell us at that meeting what was said, 
what you said and whac Mr. Oztemel and Mr. Giffen said, as 
best you n recall? 

A To make sure there is no misunderstanding, I 
also show a meeting on April 16th. That one has been 
crossed off, and the April 9th has not. So, I met with 
them on one of those, I believe it was the one on April the 
9th. Now let's qo on, 


THE COURT: This lawsuit, in mv opinion, is not 
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going to depend on whether you met at -- 

THE WITNESS: Okay. Thank you. I just didn't 
want to get hung up on nonsense. 

THE COURT: Shall we go on. What was said at 
the meeting, whether it was April 9th or April 16th. 

A There was a meeting in Mr. Oztemel's office. In 
attendance were, beside mvself, Mr. Oztemel, Mr. Giffen and 
a J. B. Scott, an Englishman who apparently did something 
for Satra out of England. 

May I proceed? 

9 Please. 


THE COURT: Yes. 


A I had made a couple of calis to Washington. 


THE COURT: You mean between the time you met 
with M-. Giffen and this meeting? 
THE WITNESS: Yes, that's right. 
0 Can you tell us who you called? I don't mean to 
interrupt, but we might as well get it now. 
A Yes. Of the people I called, the information 


that I related, came from one individual, a John Golden, 


Thev run a large operation in Washington. Mr. Golden had 
worked in the qovernment, had worked in the White House, had 


who was director SRI, that's Stamford Research Institute. 
| 
worked in the Department of State, was well acquainted with | 
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what one might call the Washington scene. So, he, as a 


favor, gatrered some information for me in response to my 
request. 

(a) Was this information with respect to Satra's 
Washington operation? 

A Both. By that time I asked him about that, and 
I asked him what is this I hear ahout the possibility of the 
Kama River project coming up again, and how woul% the 
government feel about it. 

9 Did you pass on to Mr. Oztcmel at this meeting, 
which we think occurred on the 9th, what you heard from 


Mr. Golden? 


O Will you tell us what you reported to 
Mr. Oztemel? 

A Yes. Number one, Col. Chambers was a very well- 
liked individual, who had been a colonel in the Marines, 
he had wo.. the Congressional Medal of Honor, very well-liked. 
Other than that, around Washington he was considered a 
buffoon. ‘2 and his office could, and undoubtedly were, 
very effeccive in going into the Department of Commerce with 
an application for a license and getting it hack. The 
issues relative to such a major -- 


(9) You are now reporting what Mr. Golden said? 
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A Yes, exactly, exactly. 
THE COURT: I take it you are also reporting what 
you told Mr. Oztemel. 
THE WITNESS: Yes. In fact, I had a page of notes 


from telephone discussions that I had had with Mr. Golden. 


Q Do you still have t*ose notes? 
A No, I don't. I 1° ked and I don't have ‘hen. 
Q Please continue. What else did you report to 


Mr. Oztemel that you learned from Mr. Golden? 


A That there was something funny going on in 
Washinqton. Whereas a couple of vears earlier, when Henry | 
Ford had gotten into this possibility of building a truck | 
plant, this was definitely turned off. Now there seemed | 
to be many new players in the act from the government's side | 
and a study was done at very high levels of the government, | 


no pertaining to the truck exercise itself, but pertaining 


to the general opening up of East-West trade and that many 

players were getting involved from the Secretary of Commerce, 
Secretary of Treasury, State, White House, national security, 
and it seemed like they were starting to study the East-West 


issue and the Kama project with merely the one sub-element 


of that. 
(@) Is that all? 
A He named some of the names of the players 
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involved. 

0 Do you remember who they were? 

THE COURT: I want to be sure whether you are 
telling us what you reported to Mr. Oztemel or what 
Mr. Golden told you and I don't think we have to go back to 
what Mr. Golden told vou, but -- 

MR. Hil That's the way my question is put, 
your Honor. 

MR. HELLERSTEIN: I know Mr. Hill is engaging 
in a memory test, but I think at this point we are going 
far afield and I think we have reached that point. 

THE COURT: Let's finish with this meeting and 
then we will go to lunch. 

A I relayed to Mr. Oztemel those of the names 
that I thought in discretion I could relay and I withheld 
some of the names I thought should he relayed. 

9) What names did you mention to Mr. Oztemel, if 
you recall? 

A Yes, I recall. A Mr. Harold Scott, who was at 
that time the Director of Office Fast-West Trade of the 
Department of Commerce, had prepared -- 

THE COURT: Just what were the names? 

A (Continuing) Also, I mentioned the name of an 


Assistant Secretary of State. 
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@) Anybody else? 
A I think I withheld all others. 
@. Did you mention any companies that would be 


interested in going into the Russian market that you had 
gotten from Mr. Golden? 

A That was not involved in our discussion. 

@) Is there anvthing else you recall reporting to 


Mc. Oztemel at this meeting that you got from Mr. Golden? 


A That there may be something going on. | 
9) Nothing else? 
A Nothing else. 

THE COURT: We are going to terminate for lunch 


now and resume at 2:00 o'clock, ladies and gentleme: 


(Recess at 12:45 p.m.) 
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AFTERNOON SESSION 
(2:95 p.m.) 
(In open court; jury present.) 
MARVIN STERN, resumed. 
BY MR. HILL: 

2) At the luncheon recess, Doctor Stern, we had 
finished, I think, having you tell us what you reported to 
Mr. Oztemel and Mr. Giffen that you heard from Mr. Golden 
in these two areas, one, the evaluation of Satra and, two, 
what might be happening with respect to Russian trade. 

Over the luncheon recess, have you recalled any- 
thing else that you reported to Mr. Oztemel as having come 


from Mr. Golden? 


A No. 

‘o) That's all? 

\ That's ail. 

9 What else was said at that meeting with 


Mr. Oztemel and Mr. Giffen? 

A Mr. Ozteme! ‘ante to know if he can engage my 
services as a consultant to continue to work along these 
lines, since there had been scheduled a visit by a group of 
some very high-level Russians to come over to the States 
during the following month specifically in relation to the 


Kama River plan. 
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9) You say continue your work along these lines. 


You mean in terms of evaluating Satra's Washington operation? 


A No. In terms of actively looking into the 


policies that may he evolving as to allowing business in this 


area. 


9 In what area? The area of trade with Russia? 

A More specifically, allowing a project such as 
the truck one. 

9) Did you say anything to Mr. Oztemel with respect 
to the experience that you had had in connection with trade 
with Russia, at this meeting? 

A No. 

Q Did he ask you as part of this conversation 
whether you had had any experience in representing American 
companies trading with the Russians? 

A No. 

a) Did he ask you if you had had any experience in 
obtaining financing in connection with trade with Russia? 

A No. 

Q Did Mr. Oztemel describe to you in any detail 
what he expected you to do? 

A None other than what I have already stated. 

Q Was there a discussion of your rendering assist- 


ance in connection with the obtaining of export licences at 
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2 ¢ this meeting? 
i 
3 A No, it was not. 
} ] 
| | 
4 | 2) Was there any discussion as to whether or not | 
} 
a || you would work with Col. Chambers? 
6 | A It was implied that I would coordinate with him | | 
7 || when necessary. 
_ 


MR. HILL: Your Honor, may I move that that | 


answer he stricken. I would like to have the conversation. 


10 | What is implied, I submit, is irrelevant. 
| | 
|; ae THE COURT: Yes, I will grant the motion. Would 
12 you just answer the question specifically. 
13 | Repeat the question, please. 
| 
4 | (Record read.) 
| | 
— alt : 
56 | THE COURT: Any specific discussion, not impli- 
i 
16 || cation. 
| 
17 | LN I do not recall any specific discussion. 


18 | 0 Did Mr. Oztemel, or, indeed, Mr. Giffen, tell you 


at this meeting what they were doing in Washington in con- 


20 | nection with moving this trade with Russia forward? 


21 || A They said that nothing was going on further in 
|| Washington on this particular issue. 
23 Q Did they tell you that the Kama River project 


2A was dead, at that point? 


“ A They didn't use those words. 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y Cw 7-#590 


r, 


tn 


wn 


6 


4eld 


ra 


A 


286A 
Stern-cross 225 
What words did they use? 


The Department of Commerce had said that the 


U. S. Government would not allow it to go forward. 


THE COURT: Are you telling us what somebody at 


the meeting told you? 


9 


Mr. Giff 


A 


sidered 


kind of 


project; 


that was 


A 


order of 


THE WITNESS: That is what they told me. 
When you say they, was that Mr. Oztemel or 
en, or both? 
Both. 
Did they ask you in words or substance to render 


ce in resuscitating or reviving that project? 


Generally, yes. 

Did they give you any notion of what they con- 
to be the money size of the Kama River project; what 
contracts were involved in size of the Kama River | 

what kind of contracts were involved in dollars, if 


discussed? 


Yes. They referred to it as something on the 
a one billion dollar program. 

Did you advise Mr. Oztemel that vou were prepared 
work for him on this project, at that meeting? 

Yes, to a limited extent. 


What did you tell him? 


I said I would be willing to spend a few days or 
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) | . 
< | perhaps as m ch as a couple of weeks to look into it 
3 | actively when I could fit it in my schedule, or my obli- 
4 qations that I had. 
7 
of 
) 9 What was said, if anything, about compensatign? 
g | , . \ 
» | A Mr. Oztemel wanted to negotiate compensation with 
( me at that time. I said why doesn't one of you sit down 
| . . i 
5 with me and we'll speak about it. hb Oztemel then suggested 
Qo . 5 
that iffen and I go to Mr. Giffen's office and discuss 
10 compensation. 
1] 0 Did you advise Mr. Oztemel at that meeting what 
2 you viewed as your reqular compensation or er diem? 
13 A No. 
14 9) Jollars were never discussed? 
15 1} 
10 A No. 
| 
16 9 Have vou now told us as hest you now recall 
V7 everything that happened at that meeting on the 9th? 
is jj A Yes. 
19 . | 
Ae 9 Did you thereafter leave that meeting and go 
| | 
20 || have a conversation with Mr. Giffen? 
i} 
21 | A Yes, I did. 
i] 
‘ i| 
ee \} 9 By the way, before we get to that conversation, 
| 
2 | did Mr. Giffen participate in the conversation that you had 
} 
‘ . | 
2A |} with Mr. Oztemel? 
| 
9c 1} 
| A Yes. 
1} 
| 
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| (9) Do you recall anything specific that he said 
3 || during the course of this meeting? 
i} 
| 
4 || A No. 
o | 2) Let's go to the conversation, then, with 
6 Mr. Giffen. Where did that take place? 
| } 
ph aN In his office. 
| 
os = mn 7 . . 
THE COURT: Was it immediately after the conver- 
9 . } 
sation you just spoke about? 
10 THE WITNESS: Yes, it was. 
ll THE COURT: In other words, you left the room 


%9 were in and went to his office? 


13 THE WITNESS: That's right. | 

M Would you tell us as best you now recollect 

15 what was said in that conversation; what you staid and what 
| 

16 i he said. 

7 | A I said I assume that Dr. Proehl had informed 

18 you of what my normal consulting rates were. He said yes, 

19 | he had. We both then said we understood that I would consult 

0 ] at the rate of $5099 a day and expenses. 

21 i] He said he would have to check this out with 

22 Mr. Oztemel, but he was sure that Mr. Oztemel would give 

23 Mr. Giffen a go-ahead on that. He also spoxe about a period 

] 
2A of two weeks. 
|Bfol 25 (Continued on page 228.) 
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l 1 elm ter! coss 
lb 
i] 
2 | ) / 9f this pla in writi! by you at this 
| 
| meeting: 
| 
i] 
/. " 
| 
| 
5 i inything ever pla in writir by you with 
5 respect to thi onversation? 
7 O, t YaS 1c . i 
5 is the igreement betwee! ou a ir. if n 
ss) that ou ou 1 wor for tw v€ i i that tne irran ? i 
10 woul I r iewed at the « f that two-we er l 
ll 
12 " t tne iqre¢ it 
13 t that parti eet » hi heck | 
14 tl! t el and he } 10 tc 11] r 
15 is anything else 1id at that meetin t 
} | 
16 Gi ¢4 
| ' 
| 
17 Not that I recall. 
18 } re f +her . ry f tho vw } 
A lcre wa no turthe! ii ission Ot hie Over. i 
| 
| | 
] | 
19 bid of Satra? | 
| 
i | 
i} | 
it 
i sy the way, going back t he meeting with 
| 
22 | ztemel, before you left to go and tal iften, was 


| 
23 | there any discussion of the clients of Satra, who they 
| 


2 | then represented or had represented in connection with their 
l 
= il activitis LJ issia? 
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4 iny is ion <¢ otential cust ers, American c ; ies 
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\e) t t ti © the y nly At vit i out iC? 
] y 
5 + +} y 4 17 ' , a "Nac | 
| 
; } + : ‘ > } 
r p | | en in ie i i l 
} 
10 1t the woul e the , i t ould inag@ 
' 
1] t il 
j 
12 j iv a Tek ; ] . } hat 
13 ict t } ntractoyw 
io Pi s 
14 t ild 1b ntract out 1Lirer t part tl 
15 tract ts you mean? 
ra ™m* +¥ ¥ ¥ oF 
16 ' hat wa: y understanding. 
; ' f 
7 i t? rt i cu ( ( 
Re! ‘ ( ty tor h\+ = 
2 = } a @ | 
19 \ lo, there was not. 
+ | 
20 That happened with res} S% our mpcensation | 
| ‘ e¢ n>? | 
21 | il t ith 1tra after th tin siffon 
| 
22 it! speak wit! One 1 tew | 
| | 
23 | lays thereafter, and said that Mr. Oztemel agreed and we 


. oa | 
yn | should ao ahead for two weeks. 
25 Do you recall how long that was after your meeting 
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| 


22 e assured e that an sch jule that was convenient 
| 
| 
| 


for me, they would be willing to accept. 
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me to meet on Friday the 30th with 
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c 


April. 30th at 11:00 a.m. 


9) That meeting is reflected in your calendar, 


Yes. 


What happened at that meeting, sir? 


A Mr. Webster discussed the general issue with me, 


gave me advice as to how I might proceed to explore it 


actively in ishington, and how such activity should or 


| 
| 
should not be condu=ted towards the end of gaining approval | 
| 
by the Government. 
What did he tell you had to he done? 
A I nave to derine the cnaracters. | 
| 
Mr. Webster was the chief of staff to Mr. 
Peterson, who had recently come into the White House as 
. . * . ~ . . | 
special assistant to the president for international | 
economic affairs. ‘ir. Webster said that the administration 
1,7 . , 
would be interested in seeing how a project such as Kama | 
| 
River might fit into their considerations, the overall 
expansion of Fast-West trade. | 
Since they were considering that as a relation | 


to his words, other implications about relationships between 
the Soviets and the U.S. Towards that end, this high-level 
Russian delegation that was coming over, it would be most ' 


for the White House to learn the response of 


acvantageous 
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the captains of American industry as to whether they wanted 
to do business with the Russians. The White House would als 
be most anxious to know what the response of certain of the 


key members of the Congress would Le. 


le alerted me to those who -- they would prefer 
not to get over-exercised until all the factors were in, so 
that an overall evaluation could be made. Similarly, he 
identified the key figures in various agencies of the 

Government like Defense, State, et cetera, the object being 
that the White House was interested in formulating a policy 
and if I were to conduct our exercise in a correct way, 


it might very well help them get information they would 


need in order for them to formulate policy. 
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2a 
2 @) Di. he give you advice as to what you ought to 
3 do? 
4 A Yes, sir. | 
> | ‘@) Did you tell Mr. Webster what your relationship 
| | 
6 | ‘eh Cc 
) | was with Satra? 
| | 
i | nm Yes, six. | 
| 
8 | ‘ vac aer | 
| 8) What did you tell him? | 
| ' 
C | ‘ aie : 7 re ‘ - | | 
an A I told him I was consultant to Satra on this 
} 
nN } ° 
lo || particular exercise. | 
\} | 
11 | Q Did you advise Mr. Webster of Satra's interest lin 
1| Ps 
l 
12 || the Kama River project? | 
| 
13 \| es. | 
}} j 
}} } 
}} me? ‘ 
14 || @) Did you tell him it w Satra's understanding | 
i} } 
i} : 
15 | that the project was dead, was not going forward? 
I J 
. | ee . . 
16 | A I advised him that the initial response of the 
l} 
oJ 
17 \ Department of Commerce was no, the .S. would not allow 
| | 
18 this. 
1} . 
19 || @) Did you tell Mr. Webster when Satra had gotten 
hy 
i 
20 || that advice? 
. : 
1 A To the best of my knowledge, like a month or so 
22 || earlier? 
| 
23 9) But you have a clear recollection of telling 
2A Mr. Webster when Satra had gotten this advice? 
25 | To the best of my knowledge. 
j 
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Q Did you discuss with Mr. Webster the fact that 
there had been a change? 

A No. 

QO Nid Mr. Webster tell you that Satra's information 

| 

was wrong? 


10. 
Would you like to add something to that? | 
A Whatever you want. 


What else was said at that meeting, Dr. Stern? | 
; 
AN Mr. Webster told me, in effect, that the Commerce 
Department was the executive agent of the Government in 
these issues, but on a policy matter as tundamental as 


detente and expansion of East-West trade, all agencies of 


the Government were involved and these issues get resolved 


in the Whit House and the Commerce Department is asked to 


carry out the policy of the Government. 


say anything else? 


aN lle asked me to keep him advised as to the 


progress, and specifically he asked there be no publicity 


associated with the exercise of working with this high- 


level Russian group in eliciting opinions of various en 


mentioned. 


O Nid you tell him that you were working with this 


high-level Russian group at this time? 
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you 


this Russian delegation tha 


the contract itself and the history of 
1 ILI. Mr. Stern 2 rbout to 
,» When ‘ yet to his compensatl lk aggre 
rel ed upon, cheated and 1i: to, and 
money which he had coming. 
I think it is highly on his credi 
t the issue of whether E not. th 


tell him anything about S 


NR 
Ww 
fon 


atra participating 


t was to appear? | 


yes. j 
MR. HELLERSTEIN The question is answered. 
onor please, there seems to be no relevance, and | 
| 
} 
e "OURT Ibjection istained. The question 
red, but the objection is sustained. 
Te) u recall anything else that happened at 
] 
ener 
| 
IR. L,LI reIt [I objcct 1 the same roul 
| 
5 m , . | 
I cot “I I would like to discuss this with coun 
| 
ie side bar. | 
| 
. ce , | 
(At the side bar.) 
! 
} 
COURT: Just what is your intentlo vit 
o this line of examination prior coming to grips 


negot} 


lity 


retained 
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for his skill in connection with this Kama River project 
which, by the way, was a failure, he didn't produce what 
people will testify he was hired to do and he thereafter 
complained bitterly about his compensation. 


THR COURT: I am asking how much time you are 


going to be spending. I understand the theory. 
12. HILL: Maybe another ten minutes. I want co 
tale him through the -- 


MR. HELLERSTEIN: None of this was touched on on 
direct and I -- 


MR. HILL: Ne described his activities and that 


THm COURT: I think it's close enough. I think, 
sooner or later, the general subject matter would be 
opened up, but I do think you should be limited to another 
ten minutes. 

(In open court.) 
Is there anything else you remember about your 
meeting with Webster? 

: What did you do thereafter with respect to what 
had transpired at that meeting? 
I immediately advised Satra of what Mr. Webster 


had advised as guidance to the way their activity should 
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conducted. 


Who at Satra did you give that advice to? 


‘Great.’ 


Anything else? 


hat's not what I s 


asked would I continu to work with him in his 
those recommendations 
it did you say? 
ire." 
you, in fact, continue in implementing thos: 


COURT: Nobody said that is what you said. 


siffen asked you if you would work, an 

he I asked you if you did, in fact, work. 

cs, i WwW r} 

nd you worked during the month of May? 
rcs. 

W any auays did you O! 
{ HELLERS [lJ If your onor please 
‘IZ COURT: sustained I don't see that it makes 
*nce how many days he worked. 
Jid you expect to be paid for the work you would 
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2 i have done? 
I} 
| p Yes. 
i} 
4 0 How would you get paid, were you supposed to 
5 |] render a bill? 
| 
6 aN I asked for an agreement in writing. 
1 


Did you keep any record of the days that you 


yvorked? You were being paid by the day, weren't you, sir 

9 Yes. 

: , 
10 |! Did you keep any record of the days that you 
1} worked? 
12 senerally. | 

| 
. } | 
le wherc 11a you Keep ¢t t Ol 
| 

14 | A I have a series of expense accounts. 

| 
1 | O Where are they? 
16 | D Here. 
7 | Do they reflect all the days that you worked: 

1 
18 | \ I would ho e so. 

I} 
19 | Do you know so? 

| | 

| , ‘Yr’ > nr TY 2 | | 
2 =| IR. HELLERSTEIN: If your lIlonor please, this was 

Y t 
21 a matte that was gone over in painstaking uctail during 
‘ 1} } MA Ww. | 
22 | pretrial discovery and it was available to Mr. Hill. I 

| L Z j 

\| 

| : : - + cC | 
23 | can't see a recount cf this before the Court and the jury. | 

| 

1} | 
2A |} THE COURT: If you want documents produced, you 


> 
wn 


t 


can have them produced and they will show what they will 
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1] 
2 | show. 
¢ | t rer - 
3 MR. HILL: I can get it with one answer, your 
4 Honor. 
5 | THE COURT: Apparently Mr. Stern doesn't recall 
j ] 
| | 
6 what is in the records. The records are available. 
| 
7 )1 there come a time, Pr. Stern, when you prepared 
8 a bill for your consulting service 
) A jot in that form 
10 URI ; 2an*t go a lowly as the rest 
ll | of you. 
12 ld tner come a time ne j rcl¢ emand for 
13 I ot if i ent 
14 E WITNES Yes, sir. } 
5 | E COURT In what form? 
i6 THE WITNESS: I asked to be paid for the first 
17 ] le Wet yf VOI} 


21 I After I had been working for over thre we Ss, 
} 
| 
. | | 
ya || [I salu, Let us figure I have worked for you a couple of 
| 
] 
23 || weeks. [I should get paid for that now. | 
\} 
2 si ) low uch did you tell ! iffen Satra owed you 
| j 
| } 
25 rt that t3 
| 
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1} 
i} 
2 XN AX couple f veeks were -- two wc s - >,000. 
i 
a Do you recall asking for $5,000? 
i 
| 
: 7 A Yes, sir. 
] 
5 | you incurred al! ex} 3 ¢ it that point in 
| 
6 time? 
a ne 
| Yes, I had. 


R sa ~S FF te | 
1 give eS. a eC! lL] that or did you] 

10 ensé I: submitte Ol ré lar « ense 

ll orm. 

) . 

12 Was thi 1 Satra exper uC int rm? 

13 a: 
| 

14 di y u give him il pi oO papel lecting | 
' 
| 

15 the $5,000? 


7 What did Mr. Giffen say to you when you ide this 


19 A lie said that he had discusseu with Mr. Oztemel, 
20 hereas we were working all very hard with the Russians 
2) ere, tne { ea my ervi S OI i t ip le fF wecrs 
| 
| 
” 
ios | arine rate. i 
| 
23 Did he say anything about whether or not he is 
| 
‘ . | 

4 t pay yu at that time, at the time of you onve! 

y ; 


| SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
| FOLEY SQUARE, NEW YORK, N.Y co 7-48860 


6 


to 


19 


303A 


Nm 
> 
N 


‘ ie cr 1 oncn, Willi tnen < é 
| c \ 
| you $19,000. 
| , | 
| ) Thi ‘ i1ldbe ou. I around the end of May? 
1 he then tell you he 1s going to pa‘ ou 
it the é l I t C ont ? 
hat id ! say? 
le iid tl yould wi e $10,000. i t 
iscuss exactly when I would get paid. 
TTT T ear _ wa + + e r ; 
l \ € Cr jet il inytnitl 
if WIT? Wait intil you hear tne Y 
HI “OURT I am asking you now. 
idies and entle nh, W un't end a 
ft 7 + 4) bo $ 
inding it S¢ mall points. 
rill 8 ue] oh I t paid ro! che fix t one month's 
i 
| work. 
] , 
) ie! id you get pald or t iS, Bite 
, August, mid-August. 
TH OUR For the wor that ended sometime in 


May, is that it? 


THE WITNESS: Yes, that's right 
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| 


2 i aid you request payment from Satra, and if Oo, Of whom 


3 i did you make that request? | 


4 | Yes, sir, I did. 


5 f whom did you make that 1 icst 
6 A A meeting with Mr. Oztemel and Giffen sometime 
f in mid-July; I announced that before we go any further, | 
8 I i t onl been told that I would get paid for the 
Q - 
first onth, ut Mr. iffen had told me that they had agreed 
10 to extend that a second month, namely, two months at 
ll | >10,000 each. Mr. Giffen had confirmed that by telling 
| 
” y 7 5 | 
Le that to r. Proehl who relayed that confirmation to me 
13 ind I said, Before we go any further, ty ion't ou fellows | 
14 first pay up the $20,000 you owe me?' 
| 
15 
16 
| 
So 
hf | 


18 


19 | 


25 
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did Mr. Giffen tell you that you were going 


to be retained for the second month: 

A After I had been working for them for about %1ix 
weeks 

2 So that was when, around the end of May? 

r No. It was more in the first or second week of 
June. 

) Where were yjwu when you were told this? 

A In New York. 

0 In the Satra offices? 

aN Yes, sir 

) Was anvbody else present when Mr. Giffen told 
you this? 

A No. Dr. Proehl related Mr. Giffen had told him. 
He had had discussion with me, and I was to continue for 
another month. 

8) This conversation with Pr. Proehl, where was 
that, on the West Coast? 

A Yes. 

0 Was anybody present when you had that conver- 
sation? 

A No. 

9 You had been working since the first of May, you 
had worked a month, and you continued to work on into June 
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before vou had this conversation with Giffen; is that riaht? 
A That's right. 
) Doctor Stern, at this conversation in July, 
whe Mr. Giffen and Mr. Oztemel were pre: *nt and vou were 


asked to be paid, would you tell us as best vou now recollect 
what was said at that meeting? 
A Yes. Mr. Oztemel wanted to see if we could work 
‘ 
out a permanent relationship and discuss that. I said 


before we discuss a permanent relationship, let us resolve 


the past relationshi, He said, “Absolutely.” I said, 
"Wel u folks owe me for two months." This conversation, 
I think, »% in the middle of July Mr, Giffen said he never 
committed the second month. 

0 What did you say? 

A I says, "What the hell do you think I've heen 


joing around here all this time, for nothing?" 


) What did Mr. Giffen say to that, if you recall 
A He said not a word. 

2) What did Mr. Oztemel say? 

A Mr. Oztemel said, “Let's not arque, we'll give 


you $10,999 for the first month and rather than arque over 
the second month, when we're successful on the project, we 
will give vou $15,900, instead of $19,990." 


‘) What did vou sav? 
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A I shcugged my shoulders and said, "I'm ata 
disadvantage." 
Q Did you say anvthing else? 


A NO. 

9 Did you say anything to Mr. Giffen in particular? 
A No. 

2) Nid you say anything to Mr. Oztemel in terms of 


what you thought of Mr. Giffen as a resuit of this? 


A Afterwards? 

8) After that meeting. 

r. Sometime after. 

9 Do you recall when it was? 

A It was a while after. I don't know exactly when. 
9) What did you say? 


MR. HELLERSTEIN: If vour Honor please, the 
characterization of -- 

THE COURT: Yes, too remote, sustained. 

MR. HILL: May I approach the bench, your Honor? 

MR. HELLERSTEIN: If you want to press the 
question, go ahead. I'm trying to save some time. 

THE COURT: Gentlemen, I can't decide who is 
on whose side, so I will exercise my own discretion. tt 198 
getting too remote. 


MR. HILL: May I preserve an exception, your 
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THE COURT: Of course. | 


‘@) Do you recall anything else that was said at tha 


meeting? 


A No. 

@) You had worked for this six-week period? 

A Yes 
0 Did there come a time '‘ren the Kama project was | 


abandoned? 
A Yes. 
9) When was that? 
THE COURT: I don't know if the Kama River project 


itself was abandoned. That would he up to the Russians. | 
You mean after Mack Truck. That was abandoned. 
THE WITNESS: That's right. 
@) When was it? 
A September the 15th, Mack decided not to go along 


anv further. 


2) During the course of the period that you w 


on the Kama River project, were export licenses issued as a 


result of vour effort, sir, in connection with the project? 


A I don't know. 
| 

@) You don't know? 

A That's right. 
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I think you told 
IBM was in June, when you met with Mr. 
rect? 

That's right. 
And you reported 


that conversation back to 


and was Mr. Giffen there? 


Correction. I reported that conversation the 


av and I don't believe Mr. Oztemel was there. 
was and Mr. Schloss was. 

And your next conversation with a representative 
with Mr. Jones, some time in Julv; is that 

Yes. 

And your next conversation with a representative 
a telephone conversation on August 6th, with 
d? 

Yes. 

THE COURT: With whom? 

MR. HILL: Mr. Stafford. 


When vou had the conversation with Mr. Stafford 


had vou worked out any permanent arrangement 
No. 
Were vou still functioning on your arrangement 
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2 in connection with the Kama River project? 
1} 
3 \ A I was doing other things. I was not doing any- 
1] 
4 || thing with Satra. 
a) | 2) How long prior to Auqust 6th had you stopped 
6 | working with Satra? 
7 | A A week or so ago. 
| 
5 | 9 But you were with Satra when you had a conver- 
9 sation with Jones? 


10 A I'm afraid I don't understand -- you mean -- 
11 || what do you mean, I was with Satra? | 
| 
12 } a) You had a consulting arrangement. 
13 A That's correct, and I assumed that since I had 
14 | been already cheated out of $10,090, if they ever saw fit 
15 | to give me the $15,000 for something that may happen in the 
16 future, I would gladly accept it. In that sense I had an 
| 
7 | arrangement. | 
18 | THE COURT: Let me get this straight. You are | 
19 | all too esoteric for me. There never was an arrangement with 
2 || Satra in writing with regard to your consulting, is that 
21 | right? 
“ | THE WITNESS: That's right, sir. 
23 | THE COURT: In that sense, when you did something 
aA | for them, vou did it for them. 
25 THE WITNESS: That's right. 
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THE COURT: I take it there was no formal act of 


3 any kind at the end of July which said now you are no longer | 
| 
4 | a consultant. | 
5 THE WITNESS: That's right. 
} 
6 THE COURT: It's just i.nat you spent less time 
ie - ° | 
‘ and sort of drifted. 
| 
8 THE WITNESS: That’s riqght. 
rf . ° 
a a) You just told the jury that vou had been cheated 
10 out of $10,900. Did you ever tell anybody at Satra that 
1] you had heen cheated out of $19,0NN? 
| 
12 AS Whom did vou tell that to? 
13 rn Mr. Oztemel, Mr. Hanno Mott, Mr. Sandy Young, 
14 | Mr. Max Schloss. 
15 | 9) When did you make those statements, sir? 
| 
16 || A Soon after the time I had heen cheated. 
| | 
17 9 And that was in Julv? 
| ' 
} | 
is | A I guess so. 
: ? 
19 | 9 Did you tell these fellows who had cheated you, 
2 || in Satra? 
! | 
21 \ A It was difficult for me to understand whether 
| | 
99 ; 
< | Mr. Giffen had told it alone and Mr. Oztemel was unaware, and 
! 
Y | 
a3 i this was part of the game, so I reserved judgment. 
| 
‘ 1] 
2A THE COURT: In other words, you didn't name any- 
29 body in particular? 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y CO 7-4580 


312A 


1 Shpd Stern-cross 251 


to 


THE WITNESS: That's right. 


3 oO In August vou got a call from Mr. Stafford and 
4 you then went back to Satra for whom you had not been working, 
| 
3 is that correct? 
| 
6 || MR. HELLERSTEIN: I think the question is a bad 
7 } one. 
5 | THE COURT: I will sustain the objection. 
| 
3 fe) In August you went hack to Satra, did you not? 
io | MR. HELLERSTEIN: Again, your Honor -- 

B2 1] } THE COURT: Sustained. I think, Mr. Hill, your 
l2 assumption he went back implies that he left and there was 
13 no such clear-cut arrangement as I understand the testimony. | 
14 He did consult with them again, let’s put it that way. | 
15 That's an appropriately neutral word, the way the testimony 
16 is going so far. 

7 fe) After you spoke to Mr. Stafford, vou did call | 
18 | Satra, didn't you? | 
19 || A Yes. | 
20 | fe) And vou had a meeting with Mr. Oztemel, didn't 
i} 
21 H you? 
Hy | 
ae | A Yes. 
3 | Q And what did you tell him at that meeting? | 
| 
2A A That meeting was with Stafford and Mr. Oztemel. 
25 | a) And you told us at some length about what 
| 
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happened at that meeting? 


3 || A That's right. 
4 | 9) In your conversation with Mr. Stafford, which 

| 

} 
5) occurred in the 15-minute period, I think vou told us about, 

' 

. 
0 


before Mr. Oztemel appeared, did you tell Mr. Stafford what 


' your relationship was with Satra? 
? A Yes, sir. 
Cc : nal P 
, O What did you tell him? 
| 
10 A I said I was a technical man, I was not a trader, 
il I was a.consultant to Satra on the Kama River project. 
9 ° . . 
2 @) %id you tell him anything else? 
13 A About what? 
14 2) Your relationship with Satra? 
15 , 
A Io. | 
16 | 9 Did vou say anvthing to Mr. Satra with | 
7 respect to what your technical qualifications were? 
18 || THE COURT: You said Mr. Satra. 
19 @) I'm sorry. Mr. Stafford, excuse me. 
20 A No, other than I had been in technology. 
‘ = | 
21 THE COURT: fThat's t-r-a-d-e-r? 
29 P | 
THE WITNESS: Yes, thank you, sir. 
} 
23 . : : 252) 
3A fol (Continued on page 253. 
2A | | 
i} 
25 1 
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Anything else? 
No, sir. 
At this conversation with Mr. Stafford, was 
there any reference made by Mr. Stafford in terms of what he 
was looking for, what IBM was looking for from Satra? 


A This was the first meeting he had, he was 


rather cautious. He said they were willing to discuss and 


explore the possibility of qetting involved in the Kama 
River project, perhaps getting involved in trade with the 
Russians, and perhaps the necessity for introducing in the 
media. 

Did Satra or Mr. Oztemel on behalf of Satra tell 
Mr. Stafford at this meeting of August 19 that as far as 
they were concerned, they were going to pursue the Kama 
River project? 

They were actively pursuing it and he introduced 
a magazine article that discussed it. 

9 That is the Business Week article? 

That's right. 

At that point in time a protocol had been signed,| 
hadn't it, by Mack, with the Russians? 

Yes, it had. 

MR. HELLERSTEIN: I think we might define for the 


jury what we mean by protocol. 
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| | 

i 
2 | 9 Why don't you tell us what that means to you, 
é 
|| Mr. Stern? 

| 

I | 
ss aN In U. S. commercial terms it's an agreement to 
9 agree in ‘* 2 general areas that the parfiles are going to 
6 


explore whether they can do business together. 


. 4 é At this meeting on the -- I quess it was on the 
5 1Nth -- did you meet with Mr. Oztemel privately? 
y n " 7 ~ =0.ano0 

A That avening we, together with Miss Van Stavern, 


LU we got together for dinner. 
1] 9 One of the subjects of that dinner was the 


question of vour relationship with Satra? 


13 A Yes. 
14 9) And it was as a result of that, that you 
15 || prepared this, I think it was Plaintiff's Fxhibit A? 
16 A I don't understand the question. As a result of 
17 what? 
18 9 What transpired at that meeting? 
19 | A Yes, that's right. 
20 | 9 Is it your testimony here that that document 

| 
21 || represented a complete aqreement between vou and 
9. «| 
i Mr. Oztemel? } 
¥ {| . . ° ° 
a | A Subject to the filling in of the blanks, it 

| 

| 

| } 
9 1 ° . , | 
2A represented our understanding that had heen reached the 

1] 
25 i night hefore 

1] 


1 
| 
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0 And the open items in that agreement, and 
correct me if I am wrong, related to the proportions that 
you would share in fee income generated? 
A No, sir. 
) Were the companies identified, to which this 


agreement related, or did this relate to all companies? 


A The companies were not identified. It related 
to a class of companies. 
) They would Le companies which were ercaced in 


the field of mass technology products, licenses and services? 
A That's right. 
2) Ihat was meant hv furnishing services? What 
kind of companies? Did you have any discussions as to what | 
they were? 
THE COURT: Would you read the language you are 
referring to? 
MR. HILL: Yes. It is in the first paragraph, 
your Honor. 
THE COURT: "Tt is hereby agreed that Doctor 
Stern and Satra Corporation will use their joint best 
efforts to consult for and help represent in the Union of 
Soviet Socialist Republics, U. S. companies in the field of 
advanced technology products, licenses and services. 


Companies to be served by this agreement" -- 
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2 MR. HILL: Covered, I think, ywur Honor. 


3 | THE COURT: "Covered, will be designated by" -- 


4 MR. HILL: "An independent memorandum,” I think 


is what that 


6 THE COURT: That is the part you are asking 


about? 


~ r t y Ve mn T . 
MR. HILL: Yes. hen I am referring particularly 
9 . . . 
to companies engaged in the service business, if that is 
10 what that refers to. 
11 9) What companies were you talking about, if any? 
2 > rr c j : ; 
12 THE COURT: Is the question whether they 
13 Aiscussed the specific companies or, if not, what kind of 
14 companies were intended by Doctor Stern when he drafted this? 
c | . ' 
I | MR. HILL: I'd ask the second question, your 
16 | Honor, if he answered the first one by saying no specific 
Vi companies were discussed. 
8 | A No specific companies were discussed. That is 
J 
19 || number one. 
i 
) | 
‘ , , 
20 | 0 Was there a class of companies in the service 
i) 
9 . * 
21 business discussed -- I'm sorry, did I interrupt, vour Honor? 
| 
9 «| > : | 
2 | THE COURT: We are both asking the same thing. 
Y il . . , , 
23 | What did you mean wien you referred to service companies, her¢? 
i] 
\| 
2A THE WITNESS: May I answer? 
a |i THE COURT: Please. 


' 
} 
| 
| 
| 
} 
| 
i 
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THE WITNESS: The definition of an industrialized 


| 
society is one where industry is the majority over farming 


and agriculture. The definition of a superindustrialized 


S ciety is 


now one where the service industries begin to 


dominate over the production of hardware itself. 
So, associated with the introduction of 
technological products, the know-how to use thse, that I 
consider a service industry, and that has become multi- 
billion dollar here in the U.S. It has not yet become that 
‘i 


size in the oviet. 


) Did you discuss with Mr. Oztemel the introduction 
of these companies into the Soviet Union? 
Yes. 
THE COURT: Could you give us an example of the 
company like one you are talking about? 


THE WITNESS: Reservation systems. 


You mean airlines reservation systems? 


A That's right. 

0 Anvthing else that you can think of? 
| 

A I could go on for an hour, but I @on'tknow if I 


am helping, you know. 


} 
THE COURT: Not if you go on for an hour, you 
| 
aren't. If you have one or two more examples, fine. 
| 
THE WITNESS: (No response.) 
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? THE COURT: May TY ask, for example, if you con- 
, | Sider the services performed hy a company like IBM in 
! 
4 installing equipment or teaching people how to use it as 
5 part of the services, as distinct from the manufacturing? 
6 THE WITNESS: The major business of IRM is 


] hardware it it is interesting to watch the progress of 
8 IBM, the share of revenues that come ‘rom non-hardware ; 

9 joing uf "hat s the serv e end of their husines 
in ) y 1 had a meet ' +} M th lav id 
1] discuss that a ect f IBM's business with Mr. zteme 
12 a No. 
| Let's gqet hack to bintiff's Fxhibit A which 
14 you tell us reflects the entire aqreement between vou and 
15 Mr. Oztemel for the client. 
16 MR. HELLERSTEIN: I bject to the question. 
17 That is not a ..?ct summary of what octor Stern said. 
18 ) Nhat did the agreement reflect? 
19 THE COURT: I think he testified that this 
20 Exhibit A except for the blanks, is intended to emhody the 
21 understanding reached at the dinner meeting of August 10th; 
22 is that correct? 
yA THE WITNESS: Yes. 
2A MR. HILL: That is my recollection of it as well. 
yee 0 id you have anv discussion with respect to the 

i| 

i| 
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subject matter covered Ly these blanks which related to dates 
and the fee, the monthly fee to be paid? | 
THE COURT: You mean, did he have any Pe | 
MR. HILL: At the meeting. 
THE COURT: Of Auqust 109th. 
MR. HILL: Yes, your Honor. 


THE COURT: Before he drafted this. 


MR. HILL: Yes, vour Honor. 


A Yes. 
) What was that discussion? 
A We discussed the fact that my familv and I have 


come to a firm decision we are not aqoing to relocate the 
kids and things like that. So that I would have a heavy 
expense travelling back and forth. I would have an apartment 
here, and those would he expensive. We discussed that I 
would need some reasonable salary over and above those kind 
of expenses. 

That's about the extent. 

0 The blank i. the agreement of paraqraph 3, I 
take it the first blank relates to a date. Was there any 
discussion as to what that date ought to be, at this meeting 
on the 10th? 

A Not specifically. 


) Generally? 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y co 7.4580 


dn 


tn 


te 


a] 


A 


Q 


Satra o 


A 


0 


A 


O 


A 


what we 


9 


wanted 


O 


your 


have agreed on. 


321A 


Stern-cross 


Yes. 
What was the discussion? 


We were speaking like a vear. 


What about the dollar figure? Was there anv 


discussion of that? 


None other than what JI have just said. 


This agreement was prepared by you at the 
ffices subsgquent to the dinner of August 19th, 
that correct? 

Yes, it is. 

You delivered this to whom? 

I showed it to Bette, to ake sure I understood 
what happened, and she said this was her understanding. 
I showed it and delivered it to Mr. Oztemel. 

What did he say when you gave it to him? 


He said yes, this is what we discussed; this is 


to study the words and what numbers should go in there. 
Did he say anvthing else with respect to what 
to examine in connection with this agreement? 
No, sir. 
I think, and you correct me if I am wrong, that 
direct vou referred to the fact that there had been 


difficulties, the context of your testimonv with respect to 
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this document, Plaintiff's Exhibit A, you said that there 
had been difficulties in the past. To what difficulties 


were you referring? 


THE COURT: Perhaps the witness understands, but | 


I don't, and mavbe the jury doesn't. Difficulties when, 
about what? 

MR. HILL: I think Doctor Stern testified, and 
I am sure that either Doctor Stern or Mr. Hellerstein will 
correct me if I'm in error, vour Honor, but I believe he 
testified that he referred in his meeting with Mr. Oztemel 
on August 10 to the difficulties that he had in the past. 

THE COURT: I see. 


(Continued on page 262.) 
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() Is that correct,sir, that you did so 


That's right. 


testify? 


9) I am now asking you to what difficulties 


\ I'he wert the foil Jing 

My siffen ha Lis about the extens 
10,00C or a seco month, I was dealing with 
it arin's Length. 

Next, from an organizational point 
Mr. Oztemel incicated he'd have difficultics a 
within his rganization I ould fit relative t 
ele it 

nd the third, my need for pense: 


could be out of line with the rest of his orgal. 


and he didn't want to shake them up. 


©) 1d you have a discussion witli c 
With respect to becoming an actual eliployec ) 


this time? 
irlier than this. 
) Was this in connection wit tl nani 
GXerc1ise: ind I sav that simply to relate 


original retainer. 
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arlier, Mr. Oztemel made an effort 


ement whereby I would come and work 


ore or after you had had the discussio 


nies due you in connection with you -- 


s your original retaincr 


arrangements 


any record of nversation? 


conversation? 


Mx. Oztemel said wouldn't east for « 
hundred thousand dollars a year. 
0 What did you say to that, sir? 
I explained that we had reached a family decision 
to stop moving the family around so much. "y kids were 
in school, they liked it, they were doing academically well, 
and there are things other than money. So I was not 
excited about moving east, even for a hundred thousand 
dollars a yCar. 
Was anybody else present when you had this conver- 
sation? 
A 10. 
Let's go back to what !iIr. Oztemel told you when 
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aqreement 


dinner. 


1™ yztemel tell you that he wanted to consider} 


become aware 


the executive committec, within this period | 
3. y + \ Yr ur y | 
it, as far as you n recollect, ther is O 
| 
I Oztemel when you ve him this document 
tive ronmitte ? | 
} 
» reference. 
1d te? | 
OURT You may yxy would give 
HME Cou You may give it fe) | 
hat he would give it, I' sorry. 
| 

lid not say that. 
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2 i 2) Do you know whether he ever showed this document 


to the executive committee? 


4 | A No, I do not. 


) When did you next have a conversation with Mr. 
H 
6 yztomel about Plaintiff's Exhibit A? 


i 
| 
7 then we were walking back from the IPM meeting | 
| 
A | 
5 Nh | t Ci 24th. | 
} 
+) 1 had had no conversations with Mr. Oztome] j 
10 betwee the time you gave him this document, which, I take 
1] it, was 1e around August 13th, and August 24th; 15s 
12 that rignt? 
13 ‘\ ie went to Moscow, like igust 13th or i4tn, 
14 omething like that, and he didn't get back -- as a matter | 
i| 
i 
1 | of fact, if you remember, I got the call to set up the meeting 
] 
16 | because he was in Moscow. 
i} | 
17 So the answer is no. 
| 
} 
18 | ) Thank you. 


19 || A All right. 
20 | ; Did you talk about this document to anybody in 
the Satra organization during this period between August 13th} 

| 
22 | and August 24th, other than the conversation that you related 
that you had with Mr. Ozteomel's secretary and your conver- | 
sation with Mr. Oztomel himself? 


25 nly for assistance in composing it. lL asked to 
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2 | see some other model. 


did you make that request of? 


4 | A To two gentlemen, a Mr. Carl Longley and a Mr. 


6 Irban is the fellow who introduced 1 to 

a 

‘ Ambassador 1oOMpson 

8 5 

srrect. | 

2) * - 

‘ tho is r. Long 

10 is ar ploye f itra. 

ll | By the way, at the time you had this Cor versation 

12 ( D st l1O0t 14 vou have ny hc cual: Gein’ all aac 

& On s4uqu LUtTH, ao ou Nave in Wea NOW ! ny empioyees 

13 as - tee ot 

, qalia iicits il AL ‘ ( 

14 ; lf was able to get a rougn idaea xx the c int witnl!r 
| | 
1} } s] f - _ ~ =. ha > » 1} 

15 | the New rOrK offices; tnat Ss all. 


16 | ) o vou know what the makeup of the personnel 
17 || was? 0 you know how many lawyers, [or exampie, - atra 
is | employe yn the premises? | 
19 || MR. HELLERSTEIN: Functioning as iawyers, OF who | 


20 | happened to have law as yrees? | 


THE COURT: I think it's irrelevant. You brine 
J 


A || it out through your own witnesses. Is his knowledge of 
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\} 
MR. HILL: It is to me, vyCSs,; Sir. 
THE COURT: Then it's either yes or no. 
| 
| 
| I spoke to Mr. Orban because he had a law degree 
| 
but wasn't working as a lawyer. [ spoke to Mr. Longley -- 
| “rrr am | } 
THE COURT: I don't think that is the question, 
W 1 spoke to them. The question is whether you knew 
| 
hov people were working for Satra and the subsidiary 
| question is how many of them might ive been lawyers, 


Wee 
If you define the word "might have been lawyers," 
ot ur I know what you mean. Did they have a law | 
! 


than cleri 


the Satra staff was at the exccutive oO! semi-executive | 


d the question. 
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me 


Thank you. 


And put the question to you this way: Other 


cal help, Dr. Stern, d»> you know what the makeup 


terms of the capabilities of the people employed? 


v4 


ny own impression, and tained certail 


That's all 


lerstanding of the staff at 


What was your u 


MR. UIMLLERSTTIN: If your Honor please, I don't 
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You mean permanently located 

| 
21 NHTLI ‘COpie OF t itra i il 
22 yes, more or less on the permanent payroll. 
23 | lif} COURT: Not going there now and then? 

i] 
2A AN lat situation was very confused in my mind. 
25 ( ou are insure as ti at your knowledae 
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URT ustall 
Li 1 G@on’t 35 Ww Ww t 111 thing must ome 
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1 want ti S k i eneral l¢ tion about 
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} 
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50-50 partnership, 
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that 
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am going 
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it. If he would finance me, he would be willing to finance 
by $7,500 a month for a year, but I would take a lower 
percentage of profits out of the joint venture. 
In particular, relative to Stromberg-Carlson 
and IBM, that low percentage would be 25 percent. 
O Anything else? 
ile directed Hanno to put that into an agreement 


for me to take, and he urged me to see whether I could not 


get independent financing so that I woula be able to 


accept the pure 50-50 joint venture. 


Then what happened? 
A 1 went home to California, and I counseled on it 
with my wife, with Dr. Proehl, and a friend of Dr. Proehl's, 
a personal friend of mine, who is a lawyer. 


0 James Cohen? 


Q Was that the first time you counseled with Mr. 


Cohen? 

A I believe so. 

bid you have ae document with you when you went 
back to California? 

A Yes, sir. 
ich is the lette 


@) Was that Plaintiff's Exhibit B, wh 


dated August 25th, on the letterhe*d of Satra Corporation? 
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So I understand what you are saying to me, are 


you saying to me Plaintiff's Exhibit B, the letter dated 


August 25th, had as its model the document you prepared in 


early August, the one dated August 13th, Plaintiff's A?: 


A I believe so. 
9) You have the document in front of you? 
A Yes. 


THE COURT: Are you telling this on 


the basis 


of having read those and coming to that conclusion? 


THE WITNESS: That's right. 


@) You have read both of these documents? 
A Yes, sir. 
9) You read them in connection with preparing with 


this trial? 


A Yes. 


9) Let me show you Plaintiff's Exhibit S, 


which is 


also the letter of August 25th, which contains some pen and 


ink writings on it and ask you if you can tell me who placed 


those writings on them? 


A No, sir, I don't.recognize that writing. 


2) In your conversations, Noctor Stern, 


with 


Mr. Oztemel, on the 24th, was an agreement reached by you and 


Mr. Oztemel with respect to your arrangements with Satra? 


A No. I was to go and decide which agreement 
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should be reached. But, this was a firm offer. 


0 In your conversation with Mr. Oztemel on the 


24th, did vou say to Mr. Oztemel in words or substance that 


he had reneged on the agreement reached as reflected in the 


document dated August 13? 


I did not 


use those words on the 24th. 


Nid vou use them on the 25th? 


AT 
iO. 


Going back for a minute to the agreement of 


August 13th, 


was there an open question with respect to that 
agreement on how you were to he financed? 

THE COURT: Does the question mean was there an 
open question on August 19th? 

MR. HILL: Yes, your Honor, and one of the 
questions, one of the sues Doctor Stern has testified to, 
repeatedly, was the problem he had with respect to firancing 
his activity, and what I am asking him is, was that specific 
issue open with respect to the August 13th contract. 

A The fact that I was to be financed was not open. 
The amount of financing and the ratio, that's what's open 
here. 

9 When vou prepared the document on or about the 
13th of August, were you in a position to finance yourself? 


A I don't understand the question, I'm sorry. 
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1 | 3hpd Stern-cross re a 
2 That's amhiquous. 
3 MR. HILL: I withdraw it. 
4 | @) Did your ability to finance the activities, the 
5 | activities you were expected to perform under that contract, 
1] 
6 | that depended, did *“t not, on how uch you were to be paid > 
7 } under that agreement? ' 
| 
8 | MR.HELLERSTEIN: If your Honor please, Doctor 
9 | Stern's ability to finance is not in issue. What is in 
10 | issue is his willingness to finance himself. 
1} 
11 | THE COURT: Will you read back the last question.| 
12 | MR. HILL: I withdraw it. 
13 ] 9) On the night of the 25th, is this when you left | 
14 | Satra to go back to the Coast? 
15 A I helieve so. 
| 
16 2] Did you have an agreement when vou left with 
{| 
17 | Mr. Oztemel? 
18 A I don't know the legal definition of an agreement. 
19 ! What we had was the following, He said if I could finance 
20 myself, we would share equally 59-50. Otherwise, I would 
21 | operate under that agreement, which was a firm offer, 
22 | $7,590 a month for a vear, and I would receive 25 percent 
23 of the revenues from either IBM or Stromberg. That was very 
WA | firm. 
yn | THE COURT: It is not your contention, is it, 
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| 
2 |i THE COURT: We are asking about paragraph 6. 
\ ' 
3 iI THE WITNESS: Yes, sir, I understand. Well, I 
! 
4 || was offered 25 percent in IBM and Stromberg. If 1. were to 
5 | accept that, then we would put together an agreement which 
1} | 
. | , . . : | 
6 | covered that particular situation under the umbrella which 
| 
7 is offered here. That was my understanding. 
| 
| 2) And that is all paragraph 6 related? 
9 THE COURT: In vour mind. 
10 9) In vour mind, as you would see it. 
iy A In my mind. 
12 @) Did you see Mr. Oztemel on the 25th? 
13 A Yes, sir 
4 || Q Did you talk about Plaintiff's Exhibit B? 
| | 
| , | 
15 || A Yes, sir. 
i} 
16 |} 0 What did vou my? 
7 | A We were each: going out, Mr. Hanno Mott, | 
i 
18 || Mr. Oztemel went out either by cab or chauffeured car, he was| 
| } 
i} ’ | 
19 || going to LaGuardia, I was going to Kennedy. He said, "We're 
20 really coming near to an agreement." He urged if I could 
21 | get independent financing so we would shace 59-50. Without 
| 
2 || any financing necessitated by him, by him, by virtue of this 
| | 
¢ it : : : ° . | 
23 exhibit, it would be much easier on him and he urged me to 
} 
“A | please look for that. 
25 1 ) Pid anything else happen on the 25th? 
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A I said goodbye. 
9 Did vou have any conversations with Mr. Giffen 


on either the 24th or the 25th? 


A No, sir, not that I can recall. He was left out 


as far as I was involved. 


oO And you went back to Los Angeles? 

A Yes, sir. 
| 

9 You testified you counseled with various people | 


as to which of those two alternatives vou were going to 
suggest or accept. 
A That's right. 


And at that point you didn't have an agreement. 


A At that point, I felt I had a firm offer. 
9) You had two offers. 
A Yes. 
9) In the alternative? 
} 
A Yes. 
9 You came back -- 


THE COURT: You had the option to choose between 


those alternatives? 


THE WITNESS: Ves. Bik 
9 And you came back on or about the 30th of August, 
is that right, for the meetings with IBM, is that correct? 


A You have added some things, but, ves, I was back 
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in New York for a varietv of meetings. I 


on the 3lst. 
2) Let me ask you this, Doc 
August 30th, as far as you know, had 
received as much as one dollar as a 
on its behalf, if you know? 
MR. HELLERSTEIN: Object 
understanding is not important 


Sat 


Doctor Stern knowing it 


THE COURT: I will susta 


wa 


S in 


tor Stern. Up 


Satra 


result 


ion, y 


ra mad 


Corporation 


of 


our 


eam 


your 
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New York 


to 


in the objection. 


What happened on Auqust 39th, if 
respect to these employment arrangements? 
THE COURT: August 39th? 
MR. HILL: August 39th, ves. 
A I am not sure if the discussions 
and Mr. Hermann were on the 39th or early on 


(Continued on page 282.) 


invtning, 


with 
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@) Well, whenever they were, what were they? 

A Right -- 

THE COURT: They were with Mott and Hermann? 

TEE WITNESS: And IIermann. Thev convened a 
meeting with me. They said that the executive committee 
wanted them to raise with me certain modifications to the 
agreement. 

9) Which agq.eement, sir? 

The agreement that I had entered into with 
Mr. Oztemel by phone on August the 28th and the 29th. 

@) What were the terms of that aqreement, as you 
recall them? 

A That was rather than finance myself I would 
accept the $7,500 a month for one vear and only the 25 
percent of the revenues received from IBM and Stromberg 
Carlson. 

9 Is that the agreement reflected in Plaintiff's 
Exhibit B that vou left with on the 25th, other than the 
percents? 

MR. HELLERSTEIN: If yvour Wonor please, that 
document -- 

THE COURT: Sustained. The document does speak 
for itself. 


MR. HELLERSTEIN: Furthermore, it was a firm 
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2 | offer, according to his testimonv. 
| 
3 9 Had vou on August 28th accepted the offer as 
I 
| 
, | vou described contained in Plaintiff's Exhibit B? 
) AN Todqether with the specification of those -- 
i 
6 ) in the percentages. 


‘ A Sharing, yes. 


“ THE COURT: And the companies. 
) THE WITNESS: And the comnanies, that's right. 
10 2) What modifications did these two gentlemen tell 
1} you that they wanted, Mr. Mott and Mr. Hermann? 
i} } 
12 A They qo the following wav -- 
3 | THE COURT: Tust tell us what modifications they 
14 asked for, please. 
ta A All right. They said that associated with 
16 | clients making sales, that Satra would incur certain 
| 
| expenses for which thev felt it was onlv equitable that 
18 \ Satra be reimbursed. 
1 
9 | I said, if you are speaking about reimbursement 
l 
2 | of actual expenses, this means I am qoing to have to audit 
21 || the hooks. They immediately responded, no, no auditing of 
\| 
a | the hooks. 
\} 
! 
.y il e : 
23 } So T said, then what are you speaking about. 
2A They said in lieu of actuals which would necessitate an 
i! 
25 \ audit, they said, we want to get an agreement on a rearrange 
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expense reimbursement schedul? wh 


< 
—_ 
& 
+ 
2 
'?) 
+ 
~ 
Oo 
se 
a) 


2 
, revenues, rather than actual expenses. 
4 
. ) And what happened then? 
A We then went, discu.sed what they had in mind, 
rn 7 Y . ° 
and I think I have given you a very aood explanation of it 
here the other day, 1 I tice that on the blackboard 
Ver t ere | 
Yes. I'd like to ask ° 1 about that, Doctor 
' ~ . 
tern, Just 5 I understand it, because I don't think I 
1] € 3 | 
ii quite followed it very much. | 
12 YT + 7 3 € 
Is 1 your understanding of that schedule and 
that chart that if Satra spent a million d lars attempting 


14 . . 
to develop the business covered by your agreement in year 


one and realized no income, that you had no obligation to 


. | 
16 - 

’ defray any of those costs; is that correct. 

= A My understanding was -- 

38 

, MR. HILL: Could I have an answer to mv 

10 


question, your Honor? 


MR. HELLERSTEIN: Your Honor, the question is | 
a in improper one. 
99 
THE COURT: You asked him what his understanding | 
m | 


was, and he is telling you what his understanding was. 
Please tell what your understandirg was. 


MR. HELLERSTEIN: Mr. Hill has mixed up two 


| 
1 
| 
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lifferent things, act 1l expenses and arbitrary expenses. 

THE COURT: He has a perfect right to ask him 
what he understands the situation to be. 

MI HILI And that is 1 I am asking. 

A Specif ally whe they spoke ahout reimbursement 
of <-- 

THIET ( rier Yeu Y ern, rou were ecimpl isked 
the question, is it your understanding that if in the first 
vear Satra 1id am ion dollar but recelve no in me, 
is it your understanding you woul ave no obligation t i 
anything about expenses, and th answer to that Ss -- 

THE WITNESS Yes. 

THE COURT That is vour understanding? 

THE WITNFSS: That is my understanding. 

MR. HILI.: That’ all I wanted to know. 

If in the second vear itra spent an addit nal 
million dollar attempting to develop this business and 
received no income, would you have any responsibility for 
the million dollars spent ir the secon year? 

A No. 
9 ind vou wouldn't have ar responsi ity for the | 
| 
million dollars spent in the fiist year; is that right? 
A Right. 
rHE COURT think you made your point 
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MR. HILL: May I just go on - 
‘HE COURT: Don't go on to the third, fourth or 


fifth year. 
MR. HILL: May I just finish it of 
-_ COMnRT Ve 
f we have a illion dollars a year for five 
rs, and in the fifth year Satra realized gross revenues 
of 4,900,009, as you understand the contract, what were 
rt + le 7 +a? 
MR. HELLERSTEIN: If your Honor please, the 
mestion -- 
If . TrR'T I < ist 1iNn the ~} ect on, hecause I 
find it t be nothing but a cuplication of the irlier 


MR. HILL: Your Honor, please. I respectfully 
lisagree with vou. Mav I approach the hench, because I 
thir - 

THE COURT: It is perfectly clear that the 
witness' testimony is that his understandince of the agreement 


was that expenses were only to ne naid out of revenues 
| ns n n 


-4 


‘ 


THE WITNESS: According to a preassigned 


ment schedule, instead of actuals - 


I can hear you, Doctor. 
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Thank vou. 


THE COURT: Don't scream, Doctor, and don't use 


sarcasm. 


THE WITNESS: I'm sorry. 


THE COURT: But I do aqree that you have made .- 
your »~osition clear and there is no need to ask an ra 


auestion which in my opinion doesn't add to the jury's 
understanding as to what the agreement was. 
MR. HILL: Your Honor, may I reserve on this 
until I examine the records, because I may request that I 
be permitted to pursue that further? 
THE COURT: Of course. 
9 This conversation with respect to the expense 


schedule, Doctor Stern, did that fullow a conversation with 


Messrs. Mott and Hermann, that Mr. Oztemel was a part of? 


A I don't understand what you are asking; I'm 
sorry. 
8) Was Mr. Ottemel presint at anv time during the 
course of your discussic1s with Messrs. Mott and Hermann? 
No, sir 


MR. HIJ.LL: I wonder, Mr. Hellerstein, if you'd 


show the witness pages 93 and 94 of his testimony of yester- 


day. 


MR. HELLERSTEIN: It is vour examination, Mr. Hil 
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MR. HILL: I am sorry tO impose. 
THE COURT: 93 and 94? 
MR. HILL: Yes: (handing). 


THE WITNESS: Go ahead. 


@) Have you read pages 93 and 94? 
A Go ahead. 
9) I wish vou'd answer the question. 


THE COURT: Have vou read them? 
THE WITNESS: Yes. 
9) Let me ask the question again: was 
Mr. Oztemel present at any time during the course of your 
conversation with Mr. Mott and Mr. Hermann, and wonld you 


please give me a yesS or no answer, if you can, sir? 


A Yes, in the afternoon one; not in the morning 
one we were speaking of before. 
9) okay. Mr. Mott and Mr. Hermann were present 


when you told Mr. Oztemel that he reneged, weren't they? 
In the afternoon, yes, sir. 


(Continued on nage 289.) 
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morning and there was a further meeting in the afternoon 7 
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question was asked whether the meeting took place in the 
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n Payes 93 and 94, Jit you tell me -- did you 


>] 


answer that yes or no, sir? 


f 


or afternoon, so I won't require a yes or no 


MR. HILL: Withdrawn. 


Crt € iSF you 1S, C l 
hat did !Ir. Oztomel do or say when you told him 


cheat? 

didn't say anything. 
What did he do? 

Ne flushed. 

And that was the end of it? Nothing further 


or said, is that right? 


We were to go back and discuss it with 


executive committee. 


Mr. Mott and Mr. Hermann weren't re when you 


him a cheat, were they? 


Ho. This was while we were walking back from the 
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Iuil session, very late in the afternoon. 
9) Was it after that that you had the meeti 
Mott and Hermann? 
Which meeting with Mott and Hermann? 
Where you told Mr 


hat was after he 


What did Mr. Oztomel do when y 


290 


ing with 


- Oztomel that he had reneged. 


told him that 


he had reneged, and Mr. Mott and Mr Hermann were present? 


sO we should work out an aqreement now so that therc 


1 


are no longer any misunderstandings 


He referred the matter to the exccutive committee 


QO Did he say, in words or substance, that he had 


not in fact reneged? 


lie hid behind his executive comnittee. 


THE COURT: Did he say in words -- 
THE WITNESS: He said it was the committe and 


himself. 


©) id he say that, so I understand this, did he 


to you that it was the executive committee that nad 


S jic 


‘reneged"? 


A That wouldn't accept the agreement. That is 


he said. 
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2) Did he ay anything elsc? 


A Well, there then ensued this iengthy discussion 
i 
| of a new agreement. 
} 
| Y | 
| idn't you tell im that he owned 80 percent of 
| 
the > and that his referenc to the executive 
cormitte Jas something that idn't need to be done, *'-2cause 
| 
| 
ne cont Lit the company? 
! 
R. HELLERSTLIYN: I object to the form of tt 
question What Dr tern didn't tell him is not important. 
What he did tell him is important. 
1] 
| H SOURT idn't he tell him the following, 
| 
meaning ‘Isn't this what you did tell ham. | 
| | 
| LI "hat is exact the Wa [I phrased 
1} | 
1 P , ‘ . . | 
the question, your l]Onor. He has testerday's testimony 
i| in front of him. 
i} tHE COURT: Overruled, 
| 
Didn't you tell him in substance that he controlled 
| 
i] the situation? 
i 
! THE WITNESS: Yes, sir. 


Nothing. 


0 d he flush? 


he had reneyed? 
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This meeting on the 30th 


at 


av4 


that was a oe 


ham's office? 
| 

orrection. I have it as of the 3lst. 

In the 3lst? 

es 

rhis meeting occurred prior to these discussions 

st been talking about, on the way back from that 

1d at the Satra offices; right? 
| 

c / 

Yes. } 
| 

When you went to Witham's cr3e 11 »u ha 

, ; 1 ; ' | 

e -- had you reached an agreement with Mr. 

| 
th respect to your compensation, r agreement 
Yes. 
Could I have a yes or no answer? 
Yes. 
MR. HELLERSTLEIN: He just gave it to you. 
THE COURT: [*m sorry. I know what the answer 
Would you read ba the last question? 

. | 
(Question read.) 
MR. HILL: Counsel, if you would like to do it, 
do it, would you show the witne his deposition, 
from which IT am going to read? I ai going to 
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r 1a l 1 i an cr, Ou r, i & e 
witness needs it -- 
7 T Just furnish hin ith a copy r Se. 
‘ 
«/ 
I TEL 1OLr, ay t 11 be 
istruct to it depositior Are 
it s URT oe | Par 4 lad t 
i iI ntlemen, i ! iring for trial, 
l ( t } partis ta tk testimon f 
witness¢ ince, just as it is heing taken here ir 
ourt, t e t arties can prepalr idequately and ee 
gain ] of tt facts. 
in il 2 iP ti f ITC i é fact 
t it ‘ ( ndant took r tern’ eposition. [I assume 
t “he Sh ition was co! icted n the he I Es 
‘ 
il 
H na C } 1. Oo] 5 late, 


your lionor. 


AMT OURT: Ana some rucstions may have neen 


fs HEED 2s out to refer to that deposition 
as a basis for asking further questions of Dr.Stern. 
0 Nr. Stern, you do recall your deposition being 


tahen? 
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Out we SE 
was out 


a proposad 


I refer you to Page 401 and I am going to ask 
question: Do you recall being asked t} following 
1, Starting at Tine 10 
I other words, by the time that Oo ent to the 
| 
ai 
eres itham’'s office no agreement Nha neen 
respect to your Compe! it itra 
at "s correct. 
“a? 7 5 + . - | 
Oo you ré Ll ing as} that icstion and giving} 
yer? 
bsolutely. In reference to the discussion with 
A} HILL: YOur Honor, please, | 
| 
THE COURT You 


do recall being asked that biases 
nq that answer? 
r= Yes. 


THE COURT: Den’t forget, Dr. Stern, fir. Hellerstein 


are aware and will 


of all the things you of, have 


to conduct redirect examination and will bring 


the things he wishes to be brought out. 


that 


>ause 
of context. 


show you Plaintiff's Pxhibit C, which is 


dated August 3lst, Doctor; 1 think 
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